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FOREWORD 

TW (fdoubt there will be an increasing number of those persons, 

” whodevelopgreatwisdoinafterthcevent,^^<lowilltell^snot 
only that4hey expected a great European war in which Germany 
would be opposed to us but that they .predicted the outbreak 

<|l * 

in the summer of 1914. There may be a great satisfaction in 
pauU-post-fiiiurmn vaticinations, but the majority of us will fie 
candid enqji^h to admik tha^ hostilities were unexpected, and 
the outbi^ak found the nation very gravely unprepared. It 
would be wise that peace'should not*find us unready fil l'd: 
and the following p^ges constitute* an attentat to state some of 
the problems which will then confront us. ^^ 

Warmly as the coming of a satisfying peace wilt be welcomec?, 
it must be admitted that it is difficult to picture the social and 
industrial copditioj^s*which must then bijdealt with.* “ War,”iis 
Burbe%aid, “^ver leaves whg:e it fotmd a nation.” Ve^y dia*y 
phenomena will be greatly changed, jnd the framing of detailed 
forecasts is likely to result in disappointment. But it seems 
possible that something may be accomplished in apjjlying 
, general principles based upon the teaching E(!onom;ca or on 
the exg(!rieflce of somew^t similar coniJitions in the* past, or, 
&gain, upon known dispositions of human nature.^ Coflclusioft 
of *!iis character will not, afid Tanifat, predict details! but they 
map present an outline of the^enPrafappaararre'VfTreh econ^ic 
.life ma5r assuplb*aftd it will be at least»f some ^Ipe to have 
anjndication of the course wfiicl! progress may l«> expscted to 
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take, even though we cannot tell all the particular diversiops 
that may be encoifatered* ' 

When the enquiry is stated in this way, there is a. difficulty 
at the start. In so far as reliance must be placed upon previous 
economic analysis, how far does it apply during a state of war? 

r 

• Is a study of the^Economics of War a possibility? If so, jvhpt 
is to be said of patriotism, and is it'possible that the two j^as 
should be reconciled or is any reconciliation required ? ' 

The making of arrangements of several kinds “for the 
duration of the war,” suggests the conception of the period of 
hostilities as a species /if economic dies non, and one wonders 
if this,view is valid. Again, there is the restriction of individual 
ffeedom both by military service and by very many emergency 
measures, and the problem sugg«6ts ftself as to,what will be 
the relation of the State to economic activities after tiie war. 

t 

V^ill' vested interests^ in‘'State-control of industry survive the 

war? ' I < ' 

( 

Then, js a special branch of these questions, there will Be 

« r r 

the position of^overseas trade—will it l)c missionary or militant? 
The prominence of the submarine and likewise of air-craft may 
ei^ert an influence upon^the communication', pf Groiter Britain. 
Defehce''may assume new‘forms, ^and will it bo that thtf "Joint- 
effect of the embers of national animosity aad the frustrating 
of the _^o-called Germafi peaceful penetration may introduce 
a nej^ arrangement *of trade* within Greater Britain and with 
Allied ^nations ? ^ ^ 

WhetUer we will qj- no, forecast^ of the futufe fi^ust be 
(framed. «But liitherjo this has been afiempted in d^ail and' 
purely em'pirically*. Is it not ffoss^blB to formulate the clgef 
conditions effect the'facfiltyj for anticipating tjje fjrttwe, 

so as to havessome me^ns of correcting errofis yffiiph may be ex- 

, t * • 

pected tt) ari^ from the abnormal circumstances? For instanpe. 
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giay not the possible optimism of the first months of peace 
involve some risk of a crisis; or a^afn, if that be avoided, may 
not ther^be a later danger-point when revived commerce and 
industry might be pulle4 up sharply by a scarcity of capital ? 

Some light on the last question may be obtained from con- 
sidyation of the psychological basis of saving. This'; together 
with the chances of war, has revolutionised many standards of 
livftig." Such standards, again, are largely influenced by habit, 
and this suggests the further problem whethei’it may possibly 
happen that standards^of life may be constituted on a propor¬ 
tionately lower scale, leaving a largeo. margin for peace-time^ 
savings than jn the past, , 

Finally,<iwhat is to be the future arrangement o? industry? 
"Organisatign” seems Co have become a term which is supposed 
to supply an answer; but that can scarcely be, when it is 
commonly used in different meaning-!. Is it possible that the 
influence of Evolutionary’’ theory may Tiavc disguised the 
fundamental facts? May it not be that what ha^ been con¬ 
sidered a process is in reality a problem—n.uneiy how to unite 
in any act of Pnodifction t{ie various factors (both human and 
inanimate) '.witlv> the least resistaiic’e,? Will thet-e be Stqte- 
intervention in this, and \v dit heljl or hinder? Should ft take 
place, would it impair initiative? j 

• II 

These problems have many ^ffiijities, and they meet and 
interlace at many points. "This* fact, as well as the fprm of 
lectures into which the attempted, solutiqns have i;)een cast, 
will qjc^lam the reasons^hy the same topic is treated in d 7 ffcrent 
placesr—usually because the aspect is somewhat cWflferent ffbra 
tjiat previously discuVsec?. *But*when the word'‘solutions” 
i« used,,it is not to be unc^ersfooif iji the s<>n?lTTrFa pron^se to 
solve yiese aiitltoftier problems whioii hflve preseilte^ themselves, 
^t $s easy to dogmatise about tlie future; it is ifiicu** to trace 
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continuity wlien there has been a great upheaval such a*s that 

at presenV Between the prosent time and the period at which 

the economic life will have become normal again, some, and it 

may be many, causes will come interaction, tly existence of 

which at present can be little more than guessed at. In such 

cases prediction may show more bbldness than discretion. But 
• • * • 
that does not mean that the attempt to provide for the future 

is to be abandone<^ as a hopeless labour. Rather 5 onfbthing 

may be accomplished, if, as a result of careful analysis, a way is 

discovered of re-stating a troublesome problem in a ^rm that 

makes it more manageable. This, it is true, is not a solution, 

but it may be a very considerable step forward towards the 

solution. 

W. R. S. 

^ 1917. 
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FOREWORD . 

I. THE ECONOMIC MAN AND A WORLD AT WAR. 

Current opinion vSinct tlie outbreak of war often speaks,of the 
“ violation of economic laws the opposition between the conceptions 
of the “economic man*’ anil of “economic chivalry" : the ultimate 
unity of patriotic and economic motives during war time r^limftations 
and extensions of the liberty of the individual during hostilibel 
the State becomes th| temporary trustee ^of the freedom of»actjon 
which*tl*e citizen rclinquisfles for the time ■ therefore it is desirable 
that^no sound part of the organisation of peace time should be 
scrapped, while, conversely, the upli^-avnl of war affords ppp'ic- 
tunities of removing functions of the industrial and social organism 
which had survived thei? period of usefulAess: industry of the 
new peace will be less sordid arffl more efficient: the probable 
increase of invention and other improvements' the,i.Kpe;ncnce of 
this after the Napoleonic wars: the fullest fruiifs of peace wuM 
only be obtained through the revfvifymg of the nation in greater 
harmony at hftim^and anyty amongst the nations . 

II. "FOR THE t)URATION,OF THE WARo" 

* Emergency measures presufipose a static conception of industi^: 
the arresting of some social function does not mean that it can be 
isolated so as to resume its previous activity when thq war has 
ended; duiing the period of siisjensuto the process of adaptation 
to environment continues, |nd*k is not improbable that the sus¬ 
pended function will be released m circumstances which '4111 be 
greatly changed: the magnitude of Jiostiliti^s is some njeasure of 
th% diversion of labour which has been necessary—Ada^i Srr)th on 
■l|ie proportion of the jTjpulation which can be supported as soldiers, 
Ci^eridge on overseas commerce in time/)f war; tHe mode afiW . 
some of the conseque^ceslof ^ansj^r of labnur^mcd^rpi:!: mobilisa¬ 
tion of industry intended to be for the duration of the wap; how 
far the expenence of previoifi wfrs is, valujibl^s^^e scope and 
limitations^ 6f the historical method^ the verdict^of historirffe of 
tli^ futui^ ^ fhe exlfnt of volunfary^effort since^^i4* Mazzini 
on national regeneration tnrough sacrifice, comfi^ilsio^and the 
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range of State activity after the war-—J. S. Mill’s prophec>^: effect 
of •ational animosity upon trade after the war: German peaceful 
penetration: w^r econdmfbs dominated by the short period, post- 
bellum economics by the long period: economic collaboration of 
Great Britain with the Dominions and^ the Allies: the "golden 
dream" of Adam Smith: its economic and political aspects— 
Jev<».Ts on the function of the statesman . . . . p. 2i 

COfIMUNIQ\TIONS OF A VlARITIl^E STATE. 

Kant's prophecy that barbarous methods of warfare would result 
in a war of eAermination: German submarine methods ^and the 
"custom of the sea": losses of shipping in war: the experfence 
of the Naft^lsonic wars: Great Britain lost from 1803 to 1814 at 
least 40 per cent, of her shipping and the position was only saved 
by new construction: the experience of the present ^^ves rise to 
serious considerations regarding the future: the essential differences 
between the maritiftie and the land ^State: the protection of the 
pcean routes connecting the parts of Greater Britain is a vital 
proWem: the view of Adam Smith: the development of inter- 
imperial communication: the nationality and stahus of seamen 
in British ships: ‘one of Germa^ny’s greatest errors Jias been the 
violation of the "custom of the sea": great seamen on the high 
purpose of their calling—Camo^ns, Sir Waper Kaleigh, Nelson's 
admir.ils: future prob'ems of the defence of communications: the 
extension of warfare to a t^ird dimension the relative advantages 
and disadvantages of occ^an routes and land routes in the future: 
the problem of inter-Impenal communication, which, in piincipje, 
cdiifoViMs to the conditions of a coasting trade: the ideal of 
maximuiii liberty m relation to adequate security . . p. 41 

rH‘E SURPRISES OF PEACR. 

The surpnsoj of wal and of in/histry during? war' the faculty of 
anticipating the future', diflicylty in forming forecasts war: 
the effect of. a sudden declaration of hostilities—Sii F Baring on 
the outbreak of war irt 1793: during the first two years of the 
present war forecasts piay be described as having been " sub-normal": 
the exceptional difiicMties.ff anticipating the state of commerce 
and industry during the early years of peace—Dr Venn on the 
fhaotic bci*sis of conviction forecasts, however, were being made 
in ^916: the^ctanger oi a rebound from comparativ^.pessimism to 
undue optimism: the danger of aj^nlying old principles (which 
may l^ive l 5 ecome little more than catchcvords) to new conditions 
the oj5po^.te cyil of regarding post^war'ccnditions as divoiced from 
those of the previous peai^: tl^ need ^10 recognise both continyty 
and newj>’'ei^omena' Mnni%teriaUconditions are relatively more 
predicfame than mitexal ones: the awakening,of the katuSm ffbm 
tlv^ c^mjjarative Id.Iiargy of the iLtter the nineteenth 

century:^Emerson’s view of*the*rescrve of strength in the English 

c 
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tharacter: the ellect of the aroused national spin, uu mventfon: 
the reaction of the quickened national apprehension in Mie making 
of too many changes • the risks df (ftmmercfel disorganisation after 
peaqp: two possible danger-points which might result in crises 
followed by Iong-c<'jfitihued depression: the possibility of protracted 
labour diyjutes; tlie hope that there may be not only political 
peace but also labour-peace.P* 59 


V. CAVING AND THE STANDARD OF LfFlt. 

During war the State may demand the wcalt^i as well as the services 
o'f its subjects' the reason it borrows a part of the sums lecjuired 
for war-e.\pcnc1itufc■ sales of investments abroad, the danger of 
the latter, the conduct of war demands ccon(?my: this may be * 
enfcg;ced by taxation or be voluntary when tlic resources saved 
arc lent to the Gove^ment: the conditions and etiects of saving; 
by the force of habit sy.steins of desires 4 iad become fixed .ind rigid, ^ 
so tliat there were large parts of personal expenditure determined 
' by a conventional .standard. the needs of the time an<^ the* general 
upheawl of war have tended to cause a breaking up of the former 
sy.stems of desire, t^ie revolution m staqjJards of living: m .so far 
as ccon<finy has been adored, voluntarily or enforced, new habits 
of e*:pcnditure are being formed, and these may tend to persist: 
the need for greater saving, even whe^ the war is ended, in (^^e»to 
hasten^iudustiial recuperation by providing the necessary capital 

p. 8i 


Vn. ORGANISATION RE ORIENTATED 

. I'uture generations of economists will no doubt criticise the analysifs 
and theories of the present day, \s it is necessary for present-day 
writers to do*wit^ those the past: the implications qf termino¬ 
logies. the codteihion of organisation; changes iti the nan^mg 
of industrial phenomena; *1110 elqmefit of mfttaphor Jtnd ^theory 
mvolvod in the idea of the industrial organism: the influence of 
Evolution- oiganising of irdiistiy and also of labour: organising 
»of otiier factors of Produetion. the State and industry :^industrial 
organisation hr^t a Productive tate^^y, possibly lending now to 
be rather a Distributive oi^e: Vitern'al resistance in the industrial 
organism : industry conceived apart from the biological implfcations 
of Evolution: the framing of a schq|ne o'f I^oduction: |h« incom¬ 
plete •o-operalion of the human agents m Production* tht^uture 
^fluence of the Stirxi in relation to individual initiative: the 
psychological aspect of the relation of yidividuals the Sta%e# 
Industry to be conc^veijlli^s as |.n evolutioiary ^roegss than aS a 
problem, namely the attaining of a harmonious relation betv^een the 
,bunian agents concerned m ^aclt ind^vidu^l Production: 

the*larger^rt of the piactic.il stcps*n the future will be the ^cog- 
ntfion of«th^problem as to^lie need*for a less iniperf|c^co»operation 
of the various factors of Produ*ction . . P 99 
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THE. ECONOMIC MAN AND 
A \V0RLD at .war 



He \va3 a man 

Versed in the world as pilot m,his compass. 

The needle pointed ever to that interest 

Which was his lodestar. 

TJie Deceiver, A^Tragedy. 

Noble princes ana Knigurs, is icno'^m throughout the world how 
ye, Jibandoning those delights which ye might have possessed in 
*your hands, have chosen rather to follow the honoiipable profession 
of afims, and encounter all dangers to gQin the praise of prowess and 
redress wrongs,...this indeed is to y^iir fair renown Jrtnf to the service 
of A-lmighty God, for in this have ye done tl^at for which ye were 
'bo> succoring the oi:#')ressed and beating down the evil-doers. 
But in this, what ^lould mo^t clatc^iis is tlnj defiance which we have 
thus given to two so high eyid powerful princes as are the Emperor 
of Bonic^nd Iving Lisuartc, with whom, if they will not be bro*ight 
to rea'^on atid justice, we must perforce have great debate and warfare. 
Noble sirs, what then havciwe to expect? Ceites nothing but that 
defer.ding the right and reasonable cause fvgajnst those who would 
^ suppoi*t nbustice, we sivill gain yet more yictones, such that the 
'vvhple world sh(?,U ring ^,hcrewitli.^ o 

*AmadtSvof Gaul (Southey’s Ver^idn). 
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THE ECONOJkllC MAN AND 
A WORLD AT WAR* 

• 

Ministers in Parliament and writers in the Press have often, 
since the outbreak of war, alluded to the violatien of economic 
principles, ^ssuming that this has been one of the consequences 
of the existence of a slatc*of hostilities. The Latin maxim inter 
anna h^es silent is appliwl to the suspension or abrogation of 
what was known formerly as economic law. But it^ miy bo 
guessed that^hcre is involved here some confusion of ideas which 
are essentially^ different m tln^ir nature. In so far as Pofitical 
Economy makes any claim to be considered to be a science„it is 
difficult to con'cciv 5 it as one’of an intermittent charactei^thf 
conclusions of which (jnly apply in time of fleece. Indeed, if that 
were so, what are we to say of the whole former subject-matter 
of the study during a period of hostilities? Has it di^iiipcared, 
or has it so changed its form that i^ has been subsumed under’ 
some subordinate of tjje military art? After thrf long 
years of peace whicl» thi,s country has'enjoyed. It arJds to tl^e 
chaos^if^we must ttiink of economic activity as anarchical, qf 
as existing only on sufferance threatened by a sword of Damocles 
suspenjjed over it. The Defence of’the Realm Act and the 
almost innumerable administrative mAsutes which haVe re¬ 
sulted from it, show that botlT the extent and the mannsr of 
^commercial and industrial activity ^ have ^undergom; great 
changes sinew the summer of 1914, and in the making* of tfcese 
ctianges*principles, ^hijlf were formerly accepted, jjave been, 
avowedl/ disregarded. 

^Vhen this situation is ejnsidered^a half-formed impretsion 
jbegiss to ftmergOj namely that Aere is fio hitle diiTercnce^af 
ppinion as to wjfat 19 the ifetuje of ec«no"Snic inve^iggtien and 
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its teaching. If we evoke from the past that enigmatic spirit 
—"the'economic man”—he would no doubt have much to §ay 
of the present situation. If he be conceived solely as "a being 
who desires to possess wealth and as capable of judging of the 
comparative efficacy of means for obtaining that end,” and if 
abstraction be made "of every other passion or motive except 
those ydiich may be regarded as perpetually antagonising prin¬ 
ciples’,” then the spirit in which wealth and larger things than 
wealth are being sacrificed must appear strange and anomalous. 
But "the economic man” proved the. Delphic oracle of the 
nineteenth cefttury whose sayings masked under a clear-cut 
precision many practical ambiguities. His person>.;lily, under 
the guise of an abstract simplicity, concealed almost baffling 
complexities. Nor has he been happy in some of his commen¬ 
tators, so that one is inclined to exclaim witH Dangle in The 
Critic, "Egad, I think the interpreter is the harder to be under¬ 
stood of the two.” It is needless to repeat the sxefers of Carlyle 
and. Ruskin against a series of conceptions whiclr the latter 
'held to be " absolutely'Incompetcnt or absolutely false'’,” but 
the existence of a discrepancy i;. the point of view may be 
illustrated by two opposed quotations from two works wljich 
bear tne'*same title —Wealth and Welfare —and, by an even 
greater coincidence, from ^'ages numbered alike in each of the 
two fcqoks. The earlier volume- was writfen by Commander 
■ Hastings Berkley and„was printed in 1887. He declares that 
V from the orthodox school there,grows up in logical sccjuence, a 
system of Political Economy', which, but for the good sense and 
good ffeling of the generality of men, would issue in the most 
revolting applications^.' ’ 'D’le second Wealth and Welfare is 
the Well-known treatise of Professor Pigou in which it is stated 
that'".the purpipse of economic investigation is not primarily* 
scientific, if by science we understapd the singlc-eyfep search 
•after knotvlecfge for its own sake, it'is rather practical an'd 

. *■ ' c 

^ Mill, F.ssays on Some Unsyltled Fnncip^es of Political Economy, 

P- 137- " 

iiuskJTl, Munera Ptilv&i’is, 1886, p. xvm; Tim^ and Thde*hy Weart 
and Tyne, iSyi, pp. 176, 177.1 
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utijitarran* ” Certainly it would be a most jaundice^ critic 
who would apply the epithet “ revoltmg” to tlfc broad humanity 
of the later book, and this shows us that there is a misconception 
which requires to be discussed, and, as a result of the discussion, 
perhaps removefl. * • 

In order to secure a firm foundation for the treatment of 
Ecom^nics and War, it is necessary first to elea» up the fowcep- 
tion of the "economic rnan^’ in this connection. Those who 
formed the celebrated abstraction were perfectly clear in their 
own minds that the abstract conception was luj more than a 
starting-point. Thus J. S. Mill, while for purposes of study 
he concentrates attention upon the desire of Wealth, points 
out at the same time tliat.social phciiomeSa arc interdependent 
and that "therCjis, perhaps, no action of a man's life in which 
he is neither»under the immediate nor the remote influence oE 
any impuls^ but the dejiire of wealth^.'' The otlier dcSires 
were treated, or to be treated, in separate branches of Social 

t • 

Science; and it w* only wlim the results of these had ]jeen* 
brought into relation with those provided l*y Political Economy 
that the “economic m in” emerged frjom his isolated abstracted¬ 
ness and became a real human being. Much of th* ipiscon- 
ception has been due to the impatience with which some readers • 
accepted the honio^ eq>noinicus as an actual typical J^'itish 
citizen, thus neglecting the synthesis, which is cljffrlV con¬ 
ditioned by the pu^ious abslrgction. Accordiftgly, to*cli**rge 
the "economic man” with a ifcglect of morals is as much out 
of place as to blame a theory of ctess with failing to take 
account of the art of cooking®! Of in.«.ither words we*ire in 
fact trying to treat pure Econoi«ic?*as if they were both Applied 
and Social Economies'*. • 

It has Jjef;p claimed for the "economic man*’ thatl'lie jfas 
not selfilh®,” and he wa,' certainly not a pacifist. Ricardo 
explicitlyitakcs account ^ aijd approves a Vaj: wljich^involved* 

• e, 1 , “ J - "I yus*., '1 -eP 

^ JSlreto, {^lzco?WJ^iic PohUqw, Pa^s, 1909, I ,p iS 

^•WaUas, d'ttconoiiuefPoliiigile Pure, 187-1, pp.*34, 33, 

^larsliall. Present Position of Econorfii^s, 1B83, p. 28.•* * 
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some t great national interest^” and Professor Edgewotth, 
when dealing witii a similar abstraction, expressly states that 
the fundamental principle works under two aspects—the one 
being a state of war and the other one^of contract^. 

Thui it follows that, even the Mvere and rigid conception 
of the " economic man " does not exclude his entering voluntarily 
intOfU state of war when his interests require it; or it may perhaps 
be added, when those interests which he included in his own, 
or regarded as his own, demanded it. But the modern economist 
has supplemented the conception of the “economic man” by 
an explicit declaration of his relationship to the community of 
which he is a citizen, and this development has brought more 
nearly within the range of economics a definite recognition of 
social relationships. That attitude makes the,: participation of 
'the man of affairs in a necessary war more cleat and not far 
froili inevitable. A wide view , of the citizen's real interest 
may show him that his continued free enjoyment of all that 
che is menaced by e^xternal forces or that those forces would 
impose intolerable o. nclitions upon the ejiercise of his skill and 
labour. Therefore he must risk his life in order that he may 
thereby (?9 what he can to safeguard his whole future. And so 
in its ultimate issue an un^avoidable war becomes the supreme 
spec\_}ation in which all that one has and Ijfe itself are staked. 
Nor istfii^ all. Present.events give an unlooked-for definiteness 
to .".speechof lemarkablq insight made by 'Dr MarshalHn 1907. 
^n it he discussed economic chfvairy, connecting it with that 
chivalry of qrms which it. described by its historian as 'paving 
effectecl more than Itfterp could accomplish in the ancient 
worl,d; for it gave rise td'^thc personal merit which in the 
knigjit, and m his successor, the gentleman of the present day, 
cha-kVthe pridc'^of bir'fh and the presumption-of,wealthh” 

■ "Essay on'the Fundinf; System" m Mo/jis (1^.52), p s^g. . 

* “Ecoifoinic Calcirtus—Derinition.S“Th% first principle ofcEcononiics 
is that eviS^y agent is actuated only by self ftterest. The workings tins 
princ'iple may be viewed under two aspects, according as the agent acts 
wi^out. OT*wiih, th^ concent of oi'hcrs affected by his actiryis. •In«wide, 
senses, tlie firsf species ofmet^on may be celled second, contract.’’^ 

MatkematiS'^ Psychics, i83i, pp, 1,6, ly. 

« ClVrles Jitlls, History oj fJnvahy, ii. p. 359. 
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Chivalty at its best inciilcated the achievement of high empris'c, 
tlie scorning of accidental advanta^s, th(^ keeping Sf faith, 
protection of the weak and humility. So Dr Marshall envisages 
a chivalry in business "diich fosters public spirit and a delight 
in doing noble .and difficult things because they are noble and 
difficult. "It includes a scorn for cheap victories ancfa delight 
in succouring those who neefl a helping hand. It tjocs not 
disdain the gains to be wijn on the way, but it has the fine 
pride of tVe warrior who esteems the spoil of a well-fought 
battle, or the prizes e.f a tournament, mainly for the sake of 
the achievements to which they testify, and on^’ in the second 
degree foi»the value at which they are appraised in the money 
of the market'.” The inner importance,of success is that it is 
" good prima facie eviden’ee of leadership.” " Men of this class,” 
Df Marshall continues, "live in constantly shifting vlsionj, 
fashioned by their own brains, of various routes leading Jo the 
desired en^; "of the difficulties which nature will oppose to them 
on each rdVite and pf the contjivances by which they hope to get 
the better of her opposition^.” In thciceaseless effort of iffan fo 
express himself and To realise himSelf he is Sware that the only 
wgy to make real and actual the thought which is conceived 
in his mind is to work it out as a fact in the worl^ ol things.^ 
He imagines a solution for some problem that confronts him, 
but the proof thaf his solution is valid can be best pffjifted by 
actual trial. As itfias been said—“tfie will is^sim^y Jhe m»n. 
Any‘act of will is the expression of the man as he at the timers. 
The motive issuing in his act, the (jbject of his will, the idea 
which'he sets himself to realise, are th^ .same thing inplifferent 
words....In willing he carries^witjj’hiih, sir to speak, his whole 
self to tlic realisation of the given idea*.” ’ 

War changes the circumstances .in a tongic manneh', but 
not th» tundamental copditions. The quality of leadership is 
'demonsjrated where the stakes are the gaiatest. 'the sacrilioe 
oUtomfort and ease wfciclf l»usinf|js exactshs dlmasidcd upon 

• • • f . ’ 

^ “Economic Chivalry” in Ec%n<fhiic fomnal, xvn p. 

Jbid p. 15^* 

“ ti Green, Prolegomena to ^lhi 4 s, 1890, p. 158, 
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a 'vastly larger scale but for the same end, namely the making 
objecti\^; the aim, j;ubject^vely conceived. But, if it be granted 
that this applies to those who are leaders in industry^when they 
are forced to exchange the arts of pcacQ for those of war, what 
is to be said of the position of the rjnk and file? Is there no 
chivalry tor these, are they condemned to remain a mere com¬ 
monalty,? M. Maurice Barrfis khows that ancient chivalry 
extended from the knights to the jcoplc, and he quotes the 
following signiliear.t saying: .■ 

Nul n’est vilains s’ll nc taifi vilenie. 

He adds “e’est un vers dcs Chansons de Geste, comme ce 
pourrait etre un vers de Corneille, CQjnme e’est la'pensee de 
chaque Frangais et h'Mii^aise on 1916^'.” 

Tl,)e British system also recognises the initiative of the 
private soldier and gives him opportunities. HJs efficiency 
resembles the pride of the craftsman in,his Work with the added 
conception of the spirit of co-operation and systeffiatised effort. 
"Jlie 'same idea of combined struggle, which has long been a 
commonplace in the /organisation of labour, is found both in 
the field and in the war-worksliop, ' In the former it is gloriously 
common ijj the achievements of the battalion or the company, 
.just as in the latter it shows itself in the pride which the platers 
and ri^-eters of our sliipyartis tah.e in the,, serruces of the ships 
they had t.elped to build,at the battles of Uie Dogger Bank or 
of! the coast ok Jutlanci. Some commanders, reputed great, 
have dealt with their troops as Omar Khayyam imagined that 
Destiny dealt with man: < 

’(■D.s all a CliC(jucr<^)oard of Niglits and Days 
Wlicrc Destiny wilh Med fry Pieces plays 

Hither and lliilhcr moves, and mates, and slays, 

'And one bv /me bayk m tlie Closet lays-. 

4 » 

leather in the modern British systeip, soldiers are recignised 
lis men, not as inanimate pieces in a vjist war game, aad their 
individual'resiVonsibility and initiative !irc encouraged. Hegce 
they feel they havif an activ; share irf'the achievements in whji,ch 

.Ml. Barrds, Blv^on de la Fritiice, 

' VilzGerald’s TranslatK>n t^dilion i). 
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they participate. Modern chivalry in war was well (jescribed 
during Marlborough’s campaigns hy,'i writ»r in The Spectator. 
“The fine (gentleman in that band of men is such a one as I have 
now in my eye, who b, foremost in all danger to which he is 
ordered. His ^ifficers ar» his friends and companioi^s as they 
are men of honour and gentlemen; the private men are his 
brethren, as they are of his species. They wwli him ifl danger' 
as he views their ranks, tl¥it they mav have oecasions to save 
him at thf.r own hazard. Mutual love is tl’e order of the tiles 
that he commands....Such i.s his regiment who jjiiows mankind, 
and feels their distresses so as to prevent tliem* ” It is from 
this spirit*that there hai been dielilled that “hue extract, that 
pure essence which endiyes to all a.ges, •.vhile the giosser part, 
the residuum, may pass awa\' and be lost m the course of t*me^ " 
Further, there is the same, economic rhivalry in thf national 
service of non-combatlyits when, lor instance, biisinesit men 
devote valuable time to servang, gratuitously, upon important 
committees which*are concerned with functions in safcgujjrdir^ 

the national interest, Tlie same tiaidJiici- is clearlv observable 

• • • 

when professional men (as lor instam'c doctors) transfer their 
se»vices to the State, not oiilv at a considerably less reaiujicration 
than they had received previously, but ahso with^rave risk to- 
the future of their n;spcctivc pral^ices. Nor m this i^imate 
should the (‘xtent of^the largely unpai^i woik of woi^'n" in new 
and strange dutie? undertake^ on behalf of 4 he comiti|', Tie 
ox'crlbolced. 

These reflections have been conlined of set purpose to con¬ 
siderations which are economic pr \»hich are derivrd from 
economic sources. It is aiimist *Beedless to add that all that 
has been said is immen.-,ely strengthened by Uie moral and 
patriotic m.ijjtivcs which move in the same drrfction wilfi yiore 
sovereign power. And -vliat the investigation.of the present 

situatiog reveals is tliit the influence df the Jafter is no? 

• • * • • • • 

counteracted by economic d’sires’and principles, but lather 

coryfirrned and increased. * 

T^eK^pPttalnr, 

SpiTui by WilUwn Wi.i^ham, 22nd Dec iSr^6. 
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Wheij this reasoning is pressed to its logical conclusion, il maj' 
appear to encounten difficuitics. One of these is the operation of 
the Military Service Act. If I may assume for a moment that 
the general line of argument is not received with dissent, I can 
well imagjne the thoughts of some t® take the'direetion that 
action which has an economic reference, even when it results 
•in th^ufidertakiug of military service, must be assumed be 
voluntary; but the case of the man,who did not attest and who 
is "deemed to have enlisted,” involves his discharging duties 
against his will^ To this it may be rcplMd that some at least, 
and in all probability many, of those who came under the 
Military Service Act were in the apparently paradoxical position 
that, being conscripted, they undertook military duties which 
they themselves desired and thus their service _was in essence 
\^luntar/. The apparent contradiction is resolvedbby the fact 
that these men held strongly that othjis of the same age and 
physique as themselves should perform similar nafional service. 
But ^ris leaves a residuum of mes who (apart from grounds of 
conscience) showed^ tbernselves reluctant to rise to the height 
which it was held the situation required. From one point of 
view thjs is a case in which the views of the majority m»st 
•prevail against those of the minority, even to the extent of 
putting, constraint upon tSe latter. Fj;oni another it may 
fairly b6 liontended that industrial freedom is far from being 
untrammelled. •In a nSgative s(;nse freedoifl may be enjoyed 
perliaps by one who lives the Cynic life of absence of* desire, 
but for the normal man tliere are all the limitations which his 
station In life imposes »n hipi. Thus the member of a Trade 
Union found his conditions of Vojk determined for him in many 
ways. In certain cases he was not free to work for a specified 
employer, nor wls*he allowed to work upon certai4 conditions. 
As a rule, he njay be held to have acctyted the genera? policy 
''of his Union: but, In several trades,.the exercise of Jris skill 
was ijependent upon his hfving joined the trade organisation. 
So ^hat 1 ms hapj^-ned.in^Kie ivar has been that a great natiqpal 
crisis has ^aie it necctsar,v to limit ifidividjial^oice in certain 
directiqjis in .order to level mp \he service of citizens \yhose 
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patriotism was distinctly below the average to the*standard 

already achieved, voluntarily, by* others \fho have been more 
far-seeing and alert. In other words, necessity has compelled 
the exaction of the Same service from the laggards which the 
majority have offered eg their own free will. Thee measures 
to save the State deman^ fortitude and action which in 
otli#r circumstances would be held to have been extreme. 

Sir Walter Raleigh expretsed it "in times of extremity, when 
resolution must be taken for the saving or utter loss of the 
State, then no regaref is to be had of justice o^injustice, mercy 
or cruelty', honour or ignominy, but rath»r, setting aside all 
respects, that course is* to be followed which defends the lives 
and liberties of men'.”* 

Compulsion docs not cease with the provision of men for 
the forces^ It affects the daily life of those who rem’ain over*in 
almost numberless ways urj^cr the Defence of the Realm Act 
and other emergency measures. Here it may appear that the 
organisation of commerce 19 fettered^by a multitude of^estnic- 
tions, though it .slipuld be noted, on tlie pther side, there are 
cases in which pre-war restrictions have been removed tempor- 
dVily. Thus it would appear that the economist confronted 
with a new world, in which m^ich is changed. First theit 
came the dislocajio* of commerce caused by the outJireak ol 
hostilities, and after that the State.ordains rule^^sd that^ in 
some trades, the*merchant in effect leases ft) be a ’m«'ehant 

• * 4 

and becomes a quasi-bureautrat. 

It is in these circumstances that'it has been hastily inferred 
that many economic generalisatioss hfve been abrogated. Bui 
in all the complexity of life«it*ih impossible to state ii^ detai: 
all the conditions which are involved in a ^iven si^^uation 
There afe many that for long periods do not exert any imp#rtan1 
, influence upon the effect which is investigated. • A revolutionary 
chang# in the surrounding# may suddenly fprcc^hese neglectec 
ct)nditions into an unwonted prominence. It follows that wha' 
has hapijened is not that previous ftjsaning*l)as becjn proved t( 
be erroneous,'bipt^hat cft;ments inihe’chain of^^i^sation havi 
J «ir W. Raleigh, "The Cabinet Counci^" in Wor/!s, lyf], i. pjJHi6, 117. 
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acquired,new values. In a great war there is a change ip 
relations between different social activities, and economic law 
occupies a new position when Salus populi suprema tsl lex. At 
the same time while national security, instead of being assumed, 
must be fqught for with the greatest'intensity,'and in Adam 
Smith's language "defence is greater than opulence,” under 
moderp Aonditiocs opulence plays a striking part in rthc 
efficiency of defence. And so the relstion between warlike and 
economic activity is a reciprocal one but under the ‘governing 
condition that tjie latter is now directed‘'in the main towards 
ends which are largely belligerent. Arc we then to conclude 
that this economic activity is Protean, in character—in time 
,of peace being directed to the maintaining of peace and in time 
of war,to the destruclivc energies of war? In. other words, 
does the s'ame activity at one time build up only <to destroy 
its own work? This would be in effect a reversion to the 
doctrine of Heraklcitus concerning the primal fire that con- 
su,mes'all things and from which again a new wOrld is re-cre.ated^. 

This view, it secnrii to me, neglects the fruits of our past 
experience which, on the whole, has taught us that commerce 
tends towai;ds peace amongst the nations rather than to waf. 
To say that ififurnishes means for war i.s not to imply that it 
is a necessary cause of war. , , 

The fisilAntial lesson of industrial development is that its 
chief (Concern is* in pehce^. But to secure* a peace, which 
will be satisfactory, great sacrifices arc demanded. And a 
full understanding of the ‘situation is made difficult by the 
temporary separation of •|he standpoint of the individual and 
the nation. During war thd .-ktiention and effort of the 
. indivicfual must, be concentrated with the greatest intensity 
upon Jh'e" present,‘ttiat of 1:he nation will be directsd fowards 
, the larger outlook upon the future as ‘ij will be moukfed by , 
We momenfcus eventk now being tpansacted. It follo\»s that 
for the, time, but it is to be'nopeS only the time, the freedoSi 
of tjje individual Must, bf*absorbed in that of the ^atioivil 

* irvp6$ T irafro ^ai Tup ^Tiuruu, tupftp Kcd 
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effort. His true and permanent interest is interwoven rffith 
that of his country. But in war^it^is imjjossihle for’the indi¬ 
vidual to determine the means by which this larger interest 
is to be advanced. Strategy, diplomacy and high finance all 
develop in scciecy during the actual conduct of hostilities. Thus 
the citizen must temporarily relinquish some of hi* rights as 
against the State, but only fftr his own future benclit.® It is for 
thefe and similar reasons that in time of war industry becomes 
subject to a verylarge measure of governmental control. Wireless 
telegraphy and rapid communication have created new' problems 
in the conduct of war, and the manufacturer 0 ? trader is cut off 
from mati^’ of the sources of intelligence upon which he was wont 
to rely in time of peace. Accordingly, instead of depending upon 
his own initiative and judgment, he must be directed, to a|;reater 
or less degree according to circumstances, upon tJie gencKil 
plan which is only known in ail it; details to the responsible 
authorities. • It is their furfttion and duty to use the labour 
and oth* resourjes of the jiountry in such a manner an they 
believe will best aid the accomplislm^'nt of the nation's*aim. 

There seems to Be a pdjiular way of thtnking which is con- 
tj,nually urging the Government to concentrate on the war 
and upon nothing else. Such advice- -like mucll well-meant 
counsel—is directed in the wrong ffirection It is the individual 
who should direct*his life in this way during war tinxy-by doing 
what is known w’be'of national importance unTler. ejisfing 
circBTWstances. But the G(ivernm?nt of the country at fhe 
present time is in a peculiar sense the custodian of the future. 
It is Responsible for this not only in IJie conduct of l»jstilities, 
but also in so far as the individnjil resigns' to it his direction of 
his business concerns, and to that extent, at leryct, the G^ivern- 
ment becomes the trustee for the fuBure of*ii?dustry_aritf social 
life. Fdr ^e more eftective conduct of hos^lities the good 
'citizen surrenders his cTwn initiative ; but that powef of freedoflf 
ofjtndustry and labour,•cvhiclB is temporarily* in fbey^nce^ must 
be conserved for the couiftry v«hen»pcace returns tp it. 

*It'is fiossiljle that thjre has been an uncon^ious common 
’ sense in* the rfrincinle which Bas.not as far as I am* aware been 
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formulated, but which appears to direct much of one. war 
economi&, namely^for the Government to make changes ifi 
the economic system only when these are shown to be unavoid¬ 
able for the more efficient prosecution of the W'ar. *fhere are 
violent contrasts in our economic life. In a diminishing 
number of instances it continues as in pre-war times, in some 
Jt is modified by governmental Interference, while in others 
it is transformed. Regarded apart from the past and the fuflire, 
it is full of contradictions. Why should one man giye up good 
wages and sustain the risks of active seryicc for the relatively 
small aimy pa/ and allowances, while his neighbour, who is 
unfit for service, is securing higher earnings? Wlfy should 
some make profits out of the present abnormal circumstances? 
Why should one man risk his career b/hccepting a commission 
ip the' agmy, while another makes a fortune' by obtaining 
another kind of commission, namely to use his talents in the 
service of the State ? Questions oithis fype could be‘multiplied 
almost indefinitely, and much argument would leave each 
ednuntirum much as it evas when the discussion began. It 
appears to me that? some coftfusioio arisesi by considering the 
position as if it were static, where.as it is in reality a transition 
state toWaKis something else. But what is that something 
else to be ? Ts it to be a stat* of war ? because, if so, we cannot 
begin f(^o ^soon to reform conditions vvlu’ch ‘are anomalous if 
thkj is to lx; the world's' destiny. On thf contrary, the one 
great aspiration, which is 'shared' alike by all the belligccents 
and by neutral nations, is for a stable and abiding peace. There¬ 
fore, regarding this as the goal, it may not be unwise to refrain 
from scrapping more of die 'opojiomic arrangements of peace 
time tthan is unavoidable. It may be claimed for this method 
that there is a dquble ecocomy of resources; first, during war, 
in s'SVing the amount of labour which would bo ftquiijed for 
4Iie establishing*of a,complete war-econemy, and secondly in* 
minimising th^ dislocation v^hich jvifi bg involved in the traR|i- 
tion from war organisation to^peac# organisation. The more 
conf(3lex the former, th'e greater the disturbance is likely to Be. 
So that it‘'S;ems sound pi'acticaUwisdom tt) ifake emergency 



^he Economic Man •and a World War 15 

• r 

changes where these are shown to be desirable for military 
purposes, but not otherwise. Then the return of p*eace will 
find us with the essential parts of our industrial system ready 
to resume their former functions, instead of having to re¬ 
construct thepi, perhaps under conditions of considerable 
difficulty. * 

These appear to be the governing factors in the jjidustrial. 
system in time of war. Naturally, precedence must be accorded 
to cfficicn(;y in the organising of the nation’* resources for war. 
But, subject to this ci^ndition, the minimum amount of disturb¬ 
ance of the normal economic organisation is ftie wiser course. 

It muit not be overlooked that the succc*ss of the Navy has 
been remarkable in keeping open the routes for communication 
with countries overseas f and, m order to make full use of this 
goods must be? produced to exchange for supplies d^iwii from 
foreign countries. This fact enables us—or at least ^hould 
enable us-*-to avail ourselvw of labour and capital at home, 
which could not otherwise be used for war purposes, in obtaining 
commodities useful for these ends t)y producing those*goods 
which are necessarj* to be«xchaflged f(?r fcem. 

^ The strength of the British Empire may be represented as 
a majestic slow-moving force, which reaches its nfaximum^ 
momentum comparatively slowl 5 ^ Because we were unpre¬ 
pared and because tfie resources are enormous the,hiyTiessing 
of these to war t^Ses time. From ?lje first jrrepftrajiugs tor 
hostiJiWes until that maximtim wtll be reached about fwe 
years would not be too long to copiplete a task of so great 
a magnitude. But the time which w^ll be required ^o reach 
the ma.ximum (if that be nece.%smy)*is ift itself a testimony 
to the vastness and complexity of the resources with tvhich 
we began—forces evoked from th« man»pt)wer of •«!! the 
ContiniiTts 8f the world^backed by the mobilised finance o"Rhe 
•world’s greatest monsy-power and supplied \iy *he willing 
lajjsur of a population *vhi?li»has jlways betn fSrensost in the 
manufacturing arts. Suciwa force, qj one imagines it, develops 
its*gr<fate*t effectiveness only gradudllil, but it wilf have*'uio 
fuller staying •pSwe?. 
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■■This reasoning brings to light another condition which is 
implicit in the economic situation during war. War in all ife 
sordidness seems inevitably to be material, and yet, in the 
present struggle, ideas are of supreme invportance. Ultimately 
the real battle is between two opposed conceptions of life. We 
must be cireful that in winning the war we do not lose the ideal 
, for whiCih we drew the sword. The British ideal is the Anglo- 
Saxon conception of freedom as opposed to the Gerrfanic 
principle of State organisation, for which the Stati? is every¬ 
thing and the individual nothing, whfch was described by 
Macaulay as bfang that "of all political fallacies which has 
perhaps had the widest and most mischievous operation'.’’ 
During hostilities freedom is conceived as political, but the issue 
of the war will determine the governing principle of economic 
activity ^r a long time to come. The logical tonsequence of 
victoi^ in war will be the maintaining of our industrial ideal 
of liberty, with its voluntary organisation and its»d^velopment 
of intdividual initiative. ^ • 

TKt maintaining of that ideal must not be understood to 
mean a return to the same cdnditiosis of irfdustry which existed 
before the war. T'icedom takes many forms in its details, apd 
a natiofi obtains that type of liberty, political and industrial, 
which it has deserved. I* our commercial and industrial 
orgamTstifn, as it existed during the first*detade of the present 
ctfntijry. tlffere were mgiiy things which required amendment. 
Tile nation will emerge frdm this* war poorer in material wealth 
but enriched in character. This will prove the necessary 
foundation for industrial and social advance. Our commercial 
machine had grown up very,gradually and there were many 
part^'in it which caused friction in its working. With clearer 
visioft'ind a wider outloe-k, it will be possible to reform much < 
an3*to improve much. When the smojre of battle'cleiKi away, 
•when submarines no longer disturb thff depths of the^sea and 
air-craft eeasd to t'ex the c^m stillnessiof the upper air with the 
rattle of their gunj, men wj^l retprn to the arts of peace which they 
wel'e forced to abandon Vor those of war. They win retur^ to 

on Machiavelji” hi 1885* PT48. 
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us having learnt much, and perchance having forgotte^ some¬ 
thing. The task before them will Jrj the rgaping of the full 
fruit of their penis and their toils in recreating industry and 
commerce in a manner, which will be worthy of them and of 
their race. Ws shall haj'e bought peace and security at a 
very great price, but that price should bring a bonus eventually 
in a better and more efficient* industry. As yet it is pojgsible 
to se? only its general char^acter, but not its details; just as 
one views a city in the far distance. It will, I think, be less 
sordid than the industi-y of the past: free, too, but with a 
well-ordered freedom. Efficiency, both of men and machines, 
can be incr«ascd, while, if this is accomplished, the condition of 
workers will be better. Y’roduction, also, will be larger, for 
after a long period of somnolence, the nation will be more 
awakened and afert. What is more important, the quslity and* 
conditions of production will be improved, and it is to be hvped 
that the old" jiride of the crafftiman in his work will return in 
an intensilfel form, and will qjanifest itself on a much greJter 
scale, for it will be reinforced by th* \j;hole strength of an 
improved and extenddll organisation of industry. 

^t may seem that this tentative forecast involves^a certain 
degree of economic faith. And this is justified at*an epoch 
when, in the graphic phrase of Sir TPomas More, “things are in 
so great a fermentation',” and spiritual forces are fiticd from 
the restraints that iilogged' their activities. Thjj; is a psy«ho* 
logical ,b»si5 upon which to build ancf it is confirmed by pasf 
experience. The revii’ifymg effect of the Napoleonic wars was 
anticipEfted by Chalmers and confirmed afier the event by 4'«oke. 
The first wrote in 1794 after the outfireak of hostilities “ I engage 
to maintain that what has happened in our former \^irs will again 
happen in the present war in a greater*or lcss*dh‘gree; ,th*lt 
shall lost* some of our exfernal commerce, while ^c shall pro¬ 
bably gai^ the extent <R,ouj losses from some othdh source, 
tha^tiie spring of our trad* may*be pftissed down by the preyal- 
ence of war, but will rebound on t]ie r'»turn of peace; that oi^r 
domestic'inOustry. will be little affected 1 ^ distant, hostilities, 

' Utopia, 1737,^. 29. 



18 Economic Man and a Wortd at ll'ar 

vt'hilst consumption will run on in its usual channel without 
the obstructions pf warfare; and that, upon the restoration'of 
tranquillity, enterprising people of this happy land will carry 
the energy, which they have ever dcrjved from war, into the 
usual avocations of peace; so as to liavc hereafter, as they have 
uniformly had, more trade and more shipping and ampler 
meiyiskof acquiring wealth when hostilities shall cease than they 
had when they were goaded into unprovoked hostilitie? by a 
restless enemy*.”' In parts of Chalmers’ forecast jve may note 
cases where events did not follow thy course he anticipated, 
though often in exceeding rather than in falling short of his 
expectations. Thirty years afterwards, when Tooke reviewed 
the great struggle, he pointed out that a state of war diminishes 
the supply of commodities, but that there arc counteracting 
t causes, f amongst which he mentions the increased activity, 
industry and intelligence in the great mass of the population 
remaining, so that as much oP even more ma^ lie produced 
than before; increased aecumulafion of capital; improvements 
in agriculture and machinery tending to increase production 
with the same of less capital arfd laliour. And he concludes 
that “alj these circumstances concurred in this country during 
the wholb ^of the late contest, and the consequence was an 
increase of production and population in spite of the opposite 
tendency arising out of a sfafe of war*,” This is confirmed by 
‘another eontqmporary observer—Josepli J.owe, who spoke of 
'the "late war” as having “involved a sacrifice of propq^ty not 
inferior to the sacrifice.of lives. To this double drai.i on our 
resoptces what has bqfii the grand counterpoise? Our-progress 
in the arts of peace: the pqwer of extracting a larger subsistence 
froVn the soij,; a larger revenue from our labour and capifal*.” 

Present concHtions do not appear to justify any less courage 
in facing the^future of commerce thqn that shown byjChalmers 

i. , » 

■ G C\rAificvs,^An EsttmaU of the Cimparative SlrettglH of Creal Britain, 

lyg), p. XXI. o rt 

> T. J'ooke, THjnighls ami Details on'the Ht)fh and Low Prices from 1793 
to 1822 (1824), p. 209. ' , - ' ‘ I 

• J. f <xwb, The Present Ttate of EngiLnd in n'gart''to Agriculture, Trade 
and fynan£:?,,,lS24, p. 292. 
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over a Q;ntury ago. A calm, but at tlic same time a balanced’ 
confidence in what is to conic will be most in accord willi the 
new forces which arc even now coming into operation. If we 
make good use of these, yieie is much more to be hoped than 
to be feared. 

The energising of the nation through the time of tfi.d will 
result in greater efticicncv when*the present struggle is ueded. 
Discoveries of new processes and methods, with 'mpiovciiu'iits 
in old ones, ^ill lead not only to a more productive industry; 
but, it is to be ho[H‘d, a^so to a better industry, Euio[)e will 
awake from the nightmare of armaments with whifii it h.is been 
too long opj^essed. As the murk of the h.itlle cloud clears 
one sees the first signs of a fairer dawn in which the arts 
of industry, broadened anfl deepened and at the same time 
more humanely oi'ganiscd, can accomplish in the next genera¬ 
tion more tha’ri even was dreamt of b}' the discoverers of ^he 
great Victorian tra. And tiirthur, gre.it as these gains may be 
they will be surpassed by more imni.iteri.d improvements. The 
general (juickening of the nalmn.d spirit* may be expectCi^to 
lead in the end to greatur natnsuil unflv an (fun iinately perhaps 
to more international co-o|ier,ttii)n. Thus it will be possible to 
obtain eventually the full fruits of |ieace in greater ^arftlony 
both at home, and also by the securiwg of that long-eontinued 
amity amongst nations Aliieh commerce ic'iuires for ita siJble 
and regular dovclopini'ilt. ■ 




“FOR THE DURATION OF 
THE WAR’^ 



Assiduo labuntur tempora motu 
Non secus ac flumen. Nec^ae enini consistere finmen, 

Nec levis hora potest: sed ut unda impellitur -anda, 
Urgeturque prior venienti, iirgetque pnorein, 

Tempora sic, fujiunt panter, pariterque sequuntur; 

Et nova sunt semper. Nam quod fuit ante, relictum est 
Fit^ue quod baud fuerat: momentaque cuncta novantpr. 

Ovid. 
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From 1917 back 10^1492 seems a far cry, but in that year 
there was printed in English at Antwerp by Aierard Leeu a 
I'ersion of.the Dyalogus or Coinmunyng belhixt Salomon and 
Marcolphus. A few serftences from this quaint mediaeval 
bscussion may serve as ^in introduction to the subject of the 
oresent lecture,* It may be premised that the s:^ings oj 
jolomon in* the dialogue may be supposed to represent the 
wisdom of tht wise, while thi* retorts of Marcolphus, who was 
'right rude and great of body but right subtyll and wy^ of 
wyt,” indicate the comment of shrejvd, untutored common 
;ense. With the apparent (inconshquende *hich characterises 
the^dialogue, after counsels by Solomon and sarcastic comments 
by Marcolphus upon learning, self-praise, and the Jrafhing of 
the young, the discussion proceeds* 

• • 

Salo. All maner kypdes turne agen tc^ theyre furste flattire. 

Mar. A worne tah'yll cloth turnyth agm to hi%furste kynde^ 

\ * * * 

BoYi the aphorism of Solomon and particularly the rejoinder 

to it show the peculiarly static conception of social ph^omena 
luring the Middle Ages, and one Avor> 3 ers, how far it finds a 
parallel in the modern expedient of making changes fqjj the 
duration of the war in the apparenj expejtatTon tha^ when 
peace r^mes*thc clock can be put back; and, in tfie woitB 
put in the mouth of Solpmon, things will “ turne^geij to theyre 
furstp nature.” But whjt tvi^ happen if, ii> th% m^aphor ot 
the’homely critic, the institutions have become worn’and 

^ This is the or Co>yiY)iu}^yig betwixt the wyse king S§iomon and 

Marcolphus (facsimile, 1892). 
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dbsoletp, how can the “worne tabyll cloth" patch its own 
holes? Indeed, rnay we; not further ask, if some part of our 
industrial or social system had shown itself'to br imperfect 
before the war, why should it be replaced after the war with 
the original holes, as the Indian tailor is said sometimes to copy 
a garment given him as a pattern by reproducing all the defects 
of wpai or accident in the origirial ? 

Even under assumed static conditions the difficulties of 
emergency measures for the duration of the wa» are great. 
Those conditions however represent in reality an artificial 
simplification of the problem. Industrial life is essentially 
dynamic, and it may be most fitly compared to afi organism. 
It is impossible to immobilise any part or function of an organ¬ 
ism without producing compensating activities in it, and the 
change is likely to be the greater the more abnormal the circum¬ 
stances are. Acceptances and bills of exchange may be “placed 
in cold storage,” but this applies to the actual documents. 
The activities of international trade, of whxh they were the 
instruments, must ei^hdi cc^se or else be supplied from some 
other source. Whatever attempt is made to isolate and immo¬ 
bilise a particular function, the process of adaptation to environ¬ 
ment contihues; and therefore, even if the use of that particular 
function is temporarily suspended by governmental regulation, 
it will be'found impossible to restore it to precisely the same 
work which it .formerly performed and in* the same manner, 
because other parts of the organism and its surrounding,s will 
have changed. Further, there is always the possibility that, 
during the interval of luspension, some other organ will have 
endeavoured to adapt itself te* tl|e function previously exercised 
by the first. Jn addition another condition may be expected. 
']Te cd'.a^trophit Circumstances of war produce ngw economic 
phenomena, apd the industrial organism at once begins to 
‘.'dapt itself to these.' Thus new functions are acquired, often 
by existing organs underthking' charlged functions, or some 
new organs maV appe?.". Once' these have been, cs,tab- 
lished they will tend'to^ persist, only fajlin^-gradually into 
disuse if the conditions after, thfe war make it impossible for 
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tljem to continue. And so, upon this hypothesis, some—and 
it may be much—waste of economi* energy appears possible 
in the firstfyears’of peace, so that the whole position, as affected 
by emergency economic measures, requires more detailed 
analysis than has yet Received, 

In circumstances of crisis, danger or under abnormal con- 
ditiogs, “when the work of years is crowded in*a singleTiitur*,” 
time appears to be as it wire strekhed out, owing probably to 
the many e’xperiences which arc forced into it and the insist¬ 
ence with which they* press themselves upon, the attention. 
Thus the rush of experiences extends time, as Do Quinccy has 
shown^ and a period wImcIi seems short when marked on the 
calendar appears to be rery remote. In this way the early 
days of the war,seem already to be far away, and in one sense 
almost to kave become matters of history. For tins reason 
some of the emergency measures are even now almost forgotten, 
either because they were withdrawn or because people soon 
became habituated to them ahd gradually accepted theq^with- 
out recalling their original egiergency cliaiacicr. These various 
steps during the first two years and a half of war fall naturally 
intd several distinct groups. First there were •provisions 
which were designed to prevent j crisis on the outbreak of 
hostilities. It has J)e«n hinted that possibly loss interference 
might have sufficed’,, but there seem* sound wisdoj?!, *backgd 
by the teaching olMiistory, in, Ricaijlo's dictuTn that *a Crisis 
is like^v when a country emerges from a long peace into a 
state oj war^, and all the more if the latter comes suddenly. 
The second group consisted of a wari/^^y qf measures* rflated 
to agreements with Trades Uniods, whereby the custoqjs of 
the latter were relaxed in order to facihtate recrfflting b5^intro- 
ducing ^abouf to replace that diverted to undertake* milit^«y 
^rvicc. The majority,df the agreements bctwtien employers 
and emjHoyed are for ti* cHiration of the war. though others* 

Dow, Sethona, Act ir. " fie Qi^cc^-, WPrks, 1862# i. p. ^9, 

- Tcey*nes 7 " War'and the Fiaancial '6yii\.Qm,‘kldConomic Journal, xxiv. 

■P' 483- 

*^ 4 cardo, Works, 1852, p. 160. 
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are to ttrminate as the men displaced return and are availatle 
for their former ^rork. Qosely connected with these are the 
further developments required for the dilution 'of labour. 
Next come all the orders arising directly out of a state of 
hostilities, most of which, but by no ^neans all of them, may be 
grouped under the measures ag:^inst Trading with the Enemy* 
and for the Defence of the Realm A separate and miscellan¬ 
eous class comprises changes in the'social and economic system 
which arose either out of the foregoing acts, proclamations or 
orders or from, the war itself. Finally in the third year of the 
war action by the State, in relation to the food supply of the 
country with which the question of transport (particularly by 
sea) was connected became so important as to constitute a 
distinct group. • 

As has already been shown, military reasons hdv'e involved 
greaf and widespread interference by the St,ate with the 
pre-war conditions of trade. The forces consume many more 
comnsedities than in previous wars; and thus the schedule of 
goods, which the Enttnte Powers ty their command of the sea 
endeavour in their own intere.st to deny to the enemy, tends to 
grow longty and longer. Added to this, there is the existence 
of the block&de of Germany, which is complicated by the transit 
tradechrough the adjoining neutral counfeiec. As a consequence, 
fi; 3 edom of,exporting confmodities must be vigorously supervised. 
It fo\lows that "one of the greab advantages of our carjse, by a 
curious paradox, results in a limitation of trade which isj|reater 
than ifjW-e had been weaker. This is a permanent condition 
as old as strategy and a' unchanged as the sea itself. Its effects 
havQ been described by Coleridge in a passage of great power, 
writtep during_ tlie Napoleonic war, which applies almost, 
'Wifrd for word to the struggle with Germany. "‘Surfly,” he 
wrote during'the days of the Continental System, “nevec 
from the,beginning of the eWorld wa^ sqhh a tribute of actmiratjon 
paid by one porter to another, as.Buonaparte within the‘last 
fe-A years has paid to the*Britfsh Empire 1 Wjth alUthe natural 

* Proclamation Aug» 5, ^9I4, No. 1252 et seq. • 

^'4 and 5 Geo. V/.c. 29. 
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tind artificial powers of almost the whole of continental Europe, 
with all the fences and obstacles *of all public and private 
morality broken down before him, with a mighty Empire of 
fifty millions jf men, nearly two thirds of whom speak the same 
language, and are as i| were fused together by tHe intensest 
nationality; with this mighty and swarming Empire, organised 
in ffll its parts for war, and forming one huge i?amp, andliimself 
combining in his own person the two-fohl power of monarch 
and commander-in-cjiief; with all these advantages, with all 
these stupendous instruments and inexhaustible resources of' 
offence, yds mighty being finds himself imprisoned by the enemy 
he most hates and woifld fain despise, insulted by every wave 
that breaks upon his sHores, and condemned to behold his vast 

flotillas as worthless and idle as the sea weed that rots around 

. • • 

their keels*! 

War causes enormous diversion of labour. It was not only 
for the manning of the long lines of siege-works which jt one 
period encircled the Central Powers but also for th««« supply 
of the manifold nesris of Wie NaVy and' tile Army that a force 
behind the fighting front must be mobilised. And this has* 
been effected by action of the State in very lafjee‘measure. 
Adam Smith estimated that in his time the civilised States of 
Europe could not shpport as soldiers without ruii^ rn#re than 
one per cent, of t^dr populations^. The progress af mecjraitical 
invention and the accumulation of wealth have made it posable 
to nvaintain much greater numbers in the field. Before the 
present war it was usually taken as ^ basis of calculjition that 
a continental country could moJ;)iTise ten per cent, of its popula¬ 
tion. That proportion has‘certainly been largely eiiceeded 
during the present contest, but by hpw mu^h.will not ^‘known * 
until eifter^eace has been made. Up to the presenf, estimSTIs, 
believed to be well •informed, have placed‘the, percenta^ 
reached by some of th* bclligerciys at 16. • Whether this high 
proportion can in Adam Smith's phrase be n^intained "without 
ruTn by ^he country which employs tljcm,” is a matter Which 

* Coleridge, The Friend, Se*tion l E^fiay vil (Ed. ^867, ]c 146J. 

“ .y. Snnth, Wealth of Na/iane (edtCannan]^ II. p fyi 
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only the iuture can determine. It is however significant that? 
Plutarch puts into the mouth of Hannibal the saying that 
unless he could bring Fabius Maximus to battle, he must be 
defeated in the end owing to the superiority of the Romans 
in men and resources. In view of thQ great, and perhaps the 
extreme mobilisations, it is clear^tliat there is an important 
advantage upon the side of that combination of Powers which 
is able to keep its,forces adequately supplied for the longer 
period. This fact is an important one, and it has a bearing 
upon emergency measures which will call for discussion later. 

Diversion of labour involves replacement of labour, but it 
must be in the right direction. By tllfe third year of war the 
belligerent countries between them may be calculated to have 
mobilised between 40 millions and 50 millions of men for naval 
and military service. To this immense total somfi addition 
must be made for the increase in the forces of neutral countries. 
So far as all these were not professional soldiers and were 
workervithere is a gross Ipss to the world's production. That 
however is not a not I'jss, if fit hadvbecn .the war would soon 
have ended. The displaced labour js partly replaced by great 
employment of women, by retired men returning to work, by 
increased use-of machinery, fty greater efficiency and finally, 
in varying degrees, by the setting prisoners of war and subject 
populations Jo forced labour. Still emergency labour cannot 
fill, the whole gap in the general .production and the slwrtage 
will be unequally distributed between different industries. 
Those, Wjhich supply the technical needs of war, exercise a 
paramount demand both for ilibour and materials; and, there¬ 
fore, tlje deficiency is felt more seiferely amongst the remainder. 
At this ^^age the' facjlitating transfer of labour by governmental 
action became necessary, and almost simultaneously ths* third 
vear of war,brought a new problem. WAile the production of 
commoditiw, with Jhe exception of'munitions and gooSs of a 
similar character, jvas decreased, consumption in the United 
Kirij;dom of those gooejs was not proportionately dimiillslftd. 
Then then 'came the seas'on of ycjifi-iy duriiig which crops 
were sho, t. T his is a phenomenon which has marked' ^he 
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progress of many previous great wars, almost as if Ni-jliure were 
fleterniined to endeavour to force peace starving the com¬ 
batants, ^ In ^1 probability the effect of an unfavourable 
season is accentuated by a scarcity of agricultural labour, 
destruction of,food and scarcity of means of transport. Thus 
several circumstances concurred to induce State action in the 
directing of labour and the oentrol of food supplies. 

This, however, is only^one side of an exceedingly complex 
problem. ,In so far as sea-routes are open*, the Allied Powers 
are in the position of being able to employ neutral labour to 
supplement that of their own people. This Supplementing is 
complete ^or the period of the war when payment for goods 
purchased abroad is ma’de by a foreign loan. The process in 
fact resolves itself into a borrowing of the commodities. But 
a sounder method is to pay for such goods as it is.necessaty 
to import by means of exports, and this again requires the 
allocation ohlabour to produte the exports. So it follows that 
wide and comprehensive regulation by the State both of laBour- 
power and of consumption was con*idcred necessary.'* 

At this stage o> the Argument some points of interest, 
perhaps mainly theoretical, emerge. In so far as the State 
effects a transfer of labour from any type of prodirction which 
is judged less necessary in the ^lational interes't to another 
which is more nechssary, it mav have to face a los^f>revenuc 
from the lessened^t'axable capacity oi the transferred iabour 
in its new employment,' Supliose ft 5 r instance that a womafi’s 
“ beauty doctor,” who returned her income from her occupation 
as £ifioo a year, is diverted to the makijig of munitions/at which 
she earns only a fraction of the Irjrmer amfiunt, it is clear that, 
in the first instance, the State by reason of tjic transf?r will 
secure less from her both in direct aird inditert taxatioft. 
this is»not a final result. The phenomenon has an influence 
tm the revenue both fifewai^ds and backwards. The remaindu# 
of.her former income \wis c.'ependad in vanousVajT and will 
have yielded profits to rtiose. ,who,su^pliatl the g^ods and 
serrTices vfliich^he demarylcd. Once the ''beauty-parlour'^ is 
given up, all fhOse who empR)y(;d her sei vices are*left wilh a 
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suiplus income to be expended in other directions (whence 
the State can derive revenue) or alternatively it may be possible 
to intercept it directly in fhe form of taxation. Therefore the 
apparent loss is largely reduced, but not altogether. In highly 
specialised employment the immaterial wealth in the acquired 
skill may' be temporarily wasted w'jth resulting loss. But 
that los^. might not be so great as .one would anticipate. Thus 
instead of setting this woman to make munitions, it migife be 
possible, if she had *eal skill, to employ it in attending,to soldiers 
who had been partially disfigured by wounds. In fact the 
success of transfsr of labour will depend upon the utilisation of 
any acquired aptithdes in some thing that is specifically war 
work. 

The transfer of labour to produce goods for export has 
problems of its own. Suppose, for instance, that it takes the 
form of exchanging British goods manufactured under con- 
dition.s of Increasing Return for foreign goods which were made 
under conditions of Diminishing Return. Here the military 
and thw economic probleifus must be distinguished. It may be 
granted that the toitlmodities exportede have no value for 
military purposes, while those imported are important from 
this stahdpl 5 int. From the economic point of view it might 
appear that ih the exchange fve are, in fact, giving more labour 
for les?Ja^iour; and therefore, if the go6ds in question could 
be'’supplied<-in sufficient quantities at horrte. it would seem to 
foHovv that labour could be used to better advantage, in the 
making of them here. But in this case, as so often elsewhere 
in the study of war cqnditions, we have to deal with'short 
periods only. Ultimately, dp manufacturing industries the 
labouf required for producing machinery has to be taken into 
accoilnp while'’,in, the s.hort war period the machinery is 
^eady in existence. Indeed, taking^ into account the slow 
cjjut none the less real diversion of demand from luxuries, the 
tendency 'j/ould h 4 ve been /or mackin^y to be left idle, whych 
was formerly ■ enaployed to meet this demand, unless it fiad 
be'Sh used to supply the export trade. «■ ‘ “■ 

The rtidbilisation of industry under the Jirection of the 
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Goveiinment is ipso facto intended to be for the duration of the 

w^ar. It will, however, have important af^r-effects, In the 

words of J 3 urke^“war never leaves w'here it found a nation.” 

"For the duration,” as the soldiers succinctly put ith may 

mean much in.the determination of the state of industry and 

social life in the years ^f peace. How far this will happen 

will depend upon the spirit in which the present an 4 future, 

changes are effected. It is said that James I called for his 

old shoes l^cause they were easiest, and mtiiiy of us face the 

upheaval of war with .old ways of thinking, because they are 

easiest, and we have so long been accustomed fb them. This is 

in effect tke fatal attempt to live in two worlds of thought at 

the same time to wliich *the satire of Terence may be applied 

when he speaks of an attempt to rave rationally^. But there 

is an extreme upon the other side, which'starts from, the con* 

ception of this war as unparalleled ” and “unprecedented,” 

and takes pra-ctical measures ky making a series of fresh starts, 

as if mankind ha^ been plugged into a new existence, kt is 

unlikely that this course is the bcst»for the main oBffect of 

securing a victorious decisfbn in battle, and it W'ould react 

unfavourably upon the future of industry and commerce. The 

trained faculty of economic analysis can be appIiecAo ^he new 

circumstances, as to the old, not by“using former generalisations, 

but by an examination of the fresh jihenomcna wjfh.a view 

to ascertaining tlu^r real meaning, that beir^g prticisely tlie 

element* in the situation which is liable to be apprehended 

wrongly by the casual observer. Further, for a nation which 

has fofight many victorious wars in the»past we have ^rjngely 

ignored the assistance which ouij history cbuld have given us. 

■} 

^ The following is an extract from a conversationsi>f a war corr^ondent 
witli a ^Idier* in Mesopotamia. “I was surprised at the Royalty 
’^sausage’ evoked. It was fliore than professional interest; it amounted 
almost tc^afiection. I askf<^a jyivate in the L—how he liked his nev^ 
wojkt ‘I wouldn't mind taling this 'f^re job for the JUratJbn/ he told 
me.* Times, December 20, 19^6. ^ 

, Ni?iilo pVis ^gas, 

Quara sj^es ^eram.^ut cum ratiom^msanias. 

Eunuchus, Act*i? Sc. i. 
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This defect has been urged at the same time by Dr Cunningham 
as regards Econopiic History*, and by Count Charles de Souza 
as regards Military History. The comment of the fatter as an 
unprejudiced outsider, but at the same time an enthusiastic 
admirer, is particularly interesting, "The Bri.Csh,” he writes, 
"in spite of their love for tradition, lhave another and a more 
detrirrumtal tendency than the>' one above stated; they are 
prone to disregard the teachings of history^.” The "teac’hing" 
of history, however, requires to be most carefully, interpreted, 
at least as regards commerce. It is the experience of the past, 
but at the samr time it is often difficult to discern the extent 
to which it applies to the present. It is always necessary to 
discover which are the significant events in the two sets of cir¬ 
cumstances and afterwards to enquire the extent to which they 
,are similar. It is only then that the lesson, if lesson there be, 
can be assimilated and perhaps applied in practice. Hence we 
are not so much concerned with parallels, as with a species of 
analogical reasoning, resembling to some extent that employed 
in Bishop Butler’s Analogy of Religion, but used in a reverse 
direction. ' “ ' 

As yet we stand too near epoch-making events to be ;ible 
to dischrn^Iheir true import, though 

- * • 

the soul IS e rock that abides, 

» ' 
kJul'her ears arc vexed with the roar and licr face with the 

*' ! loam of the tides. , 

j ^ p • 

Yet it may perhaps be guessed that, when the historian of the 
future comes to under.stand it all, he will be impressed most 
with-the immensity df ttv,’ voluntary effort of the country, 
not only in the undertaking yf military service but in vast 
nurqbers everywhere doing what they could for the common, 
,^use." There Is 'a most remarkable passage in thj^ speech 
which Mazzini delivered in itiqS upon Hie death of the brothers 
'•Bandiera.'’ It rups ‘'the Angel of'Mavtyrdom and the Angel of 


ro, 


t ^ 

1 Ciinsingham, Pr^->gre-ss* of Cupitalism in hngland, i^i6.« pji 

^ 7 - . ‘ ‘ ^ 

* De Sullza, Germany tn Defeaf 'Piiird Phaie, 1916, p. 135.* 


Vlll, 
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Victory are brothers; but the one looks up to heaven, tnd the 
other looks down to the earth, and it ^ only f'hen, from epoch 
to epoch, <heir eyes meet between earth and heaven, that 
creation is embellished with a new life, and a people arises, 
evangelist and prophet, from the cradle or the tomb.”. As the 
Roman soldiers, who had lermined the temple at Veil (which 
was then besieged) heard the priest proclaiming that "the Sods 
offer victory to him who sluiil finish this sacrifice,” they seized 
and carried the entrails to Camillus who completed the rite: 
so superiority m continliing to sacrifice to the end will be the 
earnest of final and complete success in thci present contest. 
It has becn*thc greatness,and at the same time the intensely 
concentrated character cj the war which made the freewill 
offering ot the jigople, vast as this was beyond anything pre¬ 
viously ima;^ned, not yet sutricicnt, and compulsion had to be* 
added. There remained seme who might have replied to the calls 
and advice of the Government and of the Food Controller in the 
words of the song ot Hassan o^Bassorah in the Arabian : 

Censor of me, ]e,»v'e b].fme aiuf .stint advice! 

Thou bnngest wearying word-s and wisdom vain. 

* • 

It IS probable that, even if voluntary sacrificy 'had been 
altogether adequate, ii^stead of nof quite adequate, the ^Statc 
would have re(|uirei,l ^to exercise functions, uniisual,^o*it, i^ 
order to organise tl«i' services offered.* The aeed*for Aam- 
pulsory [Towers made sutli action inevitable. It is at this 
point tliTit speiial care must be taken in regard to tile future 
of industry. The national ciinscieine fgils that this wat' i'.» one 
for liberty. And to laisure suc^eT* the individual resigns his 
jiersoii.il freedom for the time to the State in ®'(ler to anj in 
acliieting the,common aim The StHte tlflis'beeonje'^ in a, 

very special sense the tru.dce ot the libertv of th« people: 

• • • . 

’Twsas a large trii.st, Jinil mii.st l^e managed ii%ely4. 

That trust resembles oneTif tbs nio^ solemti acts o.ta rc(^ 

ment tiefore'it g^es ijji active service,. nAiiidy whui it places 

' • * * 

* Olway, The Orphan, ^ct n Sc. I. 
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its flag! in the safe keeping of a Church or of that body which it 
most reveres. lii the same way the Government has become 
the depositary of the liberties of the greater part of the nation. 
This process will tend to produce consequences which may lead 
to dangerous economic results. Under a systeln of State-regu¬ 
lation of industry, initiative must b'j checked. In very many 
cases the merchant and the worKer cannot employ their respec¬ 
tive energies in the manner which seems best to them. Instead 
of acting as each considers most advantageous, he fnust proceed 
under direction from outside, and so there is the danger that 
habits of dependence may replace those of alert enterprise. In so 
far as this is a risk, it is one which nyist be taken ih view of the 
vast issue which is at stake, and it constitutes what might be 
described as one of the “ invisible ” sacrifices of the war. Clearly 
it should be minimised as far as possible by refraining from pledg¬ 
ing the future of commercial and industrial freedom to a greater 
extent than is absolutely unavoidable. But this is not the 
only,;jipssibility. It may be that experience of governmental 
restraint has set up n counter-tendency, none the less powerful 
because at present inarticulate. Patriotic men everywhere 
abstain fr.sm criticism and complaint, recognising that there may 
be important facts connected with the conduct of the war with 
which they are not acquainted; and, evgn when their judgment 
"ondemns governmental action, they console themselves with 
the reflection that it is only for the duration of the war. Thus, 
upon this hypothesis, the declaration of peace will release a 
strong counter-tendency, which might easily be carried to 
sxtftrnes. On the o^her side, governmental control tends in 
itse'f to establish a species 'of vested interests, which will press 
lor. tlieir continuance. In imagining an extension of State- 
activity, not much more than that which exists at present, 
J. S. Mill was of opinion that not “all the freedom of the press 
and popula|- constitution of the tegiclature would mike this or 
any other country free otherwise than in name. And thb evil 
'. ould "be greater, the fiiore Efficiently and scientifically the ad- 
ministt^ative machinery was cijnstructed —tb.^ more skilful the 
arrangeme'.ts for obtaining' the best qualified hands and heads 
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with which to work it'." Though Mill's fears^may have been 
extreme, there is more than a substratitm of truth in his pessi¬ 
mism. Wh^t is required at the present time is to refrain from 
taking action, as far as is possible, which would, if taken, 
determine the future. Often tliere are several ways of Effecting 
a given aim, and it is desirable t^jat, when there is such a choice, 
the futerc freedom of initiative should not be cuTtailed; while 
on the other side, in so far*as State-action has shown itself 
beneficial, the way should be left open to use it in limited fields 
when peace has been secured, 

Grotius pjints out that serenity of mind ifl the conduct of 
war cannot be retained, unlfss attention is paid to the ultimate 
attainment of peace®. Bflt peace after this war will differ 
from the peace bekire it, and that will have an effect upon the 
immediate firture of commerce, particularly in foreign trade. 
Much fury has been addeef to tl^ fire, and the hysteria of hate 
cannot pass away immediately, "National dislike easily and 
quickly transfeis itself from the field of Rattle to that of^-om- 
merce®." Such passion, as Macon s*aid loi'lg^go in adapting 
a metaphor of Seneca, is “like ruin which breaks itself upon 
that on which it falls'." It is unfortunate that tlie selSde^truc- 
tion of hate is not accomplished at isnce—it is a slcfw suicide 
w'hich only ends afteriortg years. To hope that future^r^Sing 
relations with enemy n'ations will be amicable for some y'e*rs' 
to come w^iuld be to display am ill-intermed optimism. The 
nation h;ij a right to demand security for the industry of its 
people, and to see that any resources wtjjch are judged,.vUal 
for its safety are managed by its o\vi*suBject», or, at least, are 
not under foreign control. But 'an impartial examination'of 
tie situation is likely to show that tha quanlity of indijstfy 
affected will not be very great. Apart from this, feelings of 
resantment occasioned b,y>*he grievous wrongs whfch we have 
suffered may be expected to jjrge } trad« policy w1iicl»will*differ- 
• 

^ J. S*MWI, Liberty, 1887, p. 65. 

Grotius, De Jur^jclh^t Pacit. xxv 2. • 

* Clark, Pr^posed^usloms Union of the ihitish Empire, p. '' 

Ba#on, Works, 1765, i. p. 522. 
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entiate against the products of recently hostile nations. This 
is only natural, and the'Impulse will be supported by one type 
of thought which had become prominent bdore tfie war. So 
far as this spirit prevails, it will mean an aggressive policy in 
external trade and extensive State-interference with it. At the 
preseift stage dogmatism upon^one ^Side or the other would be 
unwise, indeed in the past this whole subject has suffered from 
dogmatic treatnaent. We must Be prepared to face facts and 
to deal with them as wisely as may be. The bias of ill-feeling 
left by the wac will be towards limitation of foreign trade with 
Germany in particular. It will be impossible to confine differ¬ 
entiation ; and, in so far as it will be established, it may be 
likely to extend. Prohibitions, ]5rotections, subsidies and 
guarantees, all result in directing commerce into channels 
which are believed to be politically advantageous.' If a political 
advantage cannot be shown, th^ well-ivorn free trade arguments, 
in my judgment, still apply. But the estimation of political ad- 
vantuge will be extraordinarily difficult, for the distinguishing of 
it will be distorted'by thfi remaining elements of rancour and 
bad feeling. As yet we do not know precisely what was the 
exteift ^ud the consequences of the so-called German policy 
of peacefu'l penetration. (Much should depend upon what will 
ultifnal^ely have been proved as to its real nature. For some 
''years, until the efficacy of the guarantees of a lasting peace 
have been tested by time, it, would be" the height, of folly to 
run any avoidable risks. Thus the problem contaips a large 
element which is piirely political, and all that the economist 
can do is to point oift tll'a); temporary conditions will be upon 
th6 side of State-interferende. Besides the smouldering hres 
of rrctional resertment, there will be the immediate recollection 
of the horror of war and the firm convictiAfi that nothing 
possible wi*!! be, wanting in natiifinal preparedness. Closer 
relations with Our Allies,^ who,rely fnore upon State-action than 
we have beenen the habit of doing, will also exert an influence, 
and the probable fhture partnership of the Domirioris will oper¬ 
ate in'Ilie same direction. The war wilfhavA lasted long enough 
to h'abitu'ate people’s rr.inds to the environment of hbftilities. 
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and th^y will not be able to divest themselves of theiit whole 
mental outlook just because peace has,been proclaimed. 

War eco«omic!iare mainly, though not altogether, dominated 
by the consideration of ‘‘short periods,” The wider aspects of 
post-war phenomena will involve the broader vision of the 
‘‘long period.” Here a fundamental condition will be the new 
exigencies of national defence,* particularly in .providing'for 
an adequate naval strengtli. It may be anticipated that 
this will lead* to a much closer collaboration of the Dominions 
and Possessions both ifi policy and financial rc.sponsibility, 
while the latter will react upon commerce, .ffne method by 
which this oRject might be,attained would be the establishment 
of a Customs Union for th<; British Empire, and those parts of 
it which at prescrit derive most of their revenue from import 
duties could, easily adapt themselves to the change. The * 
correlate of a Customs Union would be a freer trade within the 
Empire; which in process of fime might develop into inter- 
imperial free trade* Even before the present war PrcHesJor 
Nicholson, who spoke from the Ireerfrade jjtajjdpoint, wrote as 
follows: "If, then, a Customs Union could be adopted by the 
British Empire with a provision for the assignment o^a girtain 
proportion of the yield for Im[)erial purposes, especially defence, 
it would be absurd to o|)ject merely on the ground of tliccliffi- 
culty of imposing equivalent excises. Internal frdfe "tradij 
thioughout the Empiie, though possible'without* any CilstJms 
Union, wo*uld be promoted and strengthened thereby, and the 
benefits of real commercial union are too great to be cast 
aside on account of a literal interprejati#?! of free trade, which 
is as little defensible as the literaj IV(ter[)retation of a scriptj^ral 
text badly translated from the original'.” Sugji ‘‘a Custqpis 
Union for^the whole British Empire would be fhe'most powerful 
instrument that ever existed, if it could be used effectively, 
either for*commcrcial agrgcrftents or for retaliation*” This 
view*is based on one of the twJ "Utopian” schemes of Adam 

^ Kicholson^^ Project of Evip^re, 190Q, p 264* It may uoted that 
t 4 iib sclienie ipclude^othe? taxes besides CusAms duties. 

* Ibii p 26^. * 
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SmitW (the other having been his recommendation' of free 

«> 

trade for Great*Britaij^, and I refer to this "golden dream’’ 
of an Empire in actuality rather than "ip imagination” in 
order to eliminate the feelings of anger which cannot fail to 
exist dtjring a war such as this has been and arc likely to survive 
for some years as an aftermath of t^e struggle. That forecast, 
it v/ih be noticed, is founded, 'not upon passion, but uyon the 
fundamental needs of defence, .From the economic point of 
view it is reinfoi'’ced by the prospects of commercial agreements 
with the Allied nations. Thus, if consolidation of the Empire 
proceeded by'fi\is method, there would be a loss of freedom of 
external trade in one direction and a gain in anofner direction. 
Changes in foreign relations have piade great and important 
additions to the list of the Allied nations, and thus the proportion 
of our pre-war trade which was carried on with fountries now 
united with us has become much larger since the beginning of 
the war. This is open to possible commercial agreements in 
addition to the suggested Imperial Customs Union. But the 
magnitude of th^ t^fade a,ffected will, in all probability, make 
the framing of such agreements, in the event of the task 
bein^ attempted, more complex. Much will depend upon the 
character of the peace which will be secured, namely whether 
it r^ill be one which will render a coptinuance of a species of 
imobilis?ition of commerce necessary, Qr, upon the contrary, 
wbether’thah will not be necessary. In «ny case, it is probable 
that, for some time to come, commerce with countries lately 
hostile will be subject to limitation; while, upon the Hypothesis 
of M Customs Union'pnd^commercial agreements, there would 
probably be a reduction id ^rade with the few nations which 
wjll remain neutral until the end of the war. Also the obscure, 
though none^th!; less‘important, effect upon the shipping in¬ 
dustry must,not be lost sight of. As yet it is difficult to esl^ate 
the balince of^ economic gain ar loss, whether it rvill incline 
to one side or to the oMier. ' As for the political advafitage, 
.jt may be the''polhic»l necessity, that is for the stjteynan to 
deterrgipe! In the‘wofds of the*econofnist,^|whose work thege 
t ^ Ji.. Smith, Wealih^pf Nations (ed, Cannan). 11. p. 419. ^ 
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lectures commemorate, "The legislator is neither chemist, nor 
physicist, nor physician, nor econonjist, not* moralist, but all 
of these ia some, degree, and something more as well, in the 
sense that he must gather to a focus the complex calculus of 
probabilities, the data for which are supplied by th^ separate 
investigators*.” More tlijin in the past a well-balanced judg¬ 
ment, will be required, sometSiing which will i>c sourii1,»sane 
and impersonal like the <fipovifio<; of Aristotle with at the 
same time rhat rare quality of political intuition that divines 
the future. The latter Is to be sharply distinguished from those 
who frame merely attractive schemes which, .rflaile grandiose in 
conception,‘fail when testpd by reality. The difference is well 
expressed in the lines of,Savage: 

Men, wiia of brain by heated fancy swayed 
’StAid of sage jiidgincnt; judgment, that of old 
Has founded, modelled, rendered empires great. 

And settled standard l?lws*. 

The future of ’external trade cannot be developed further 
until in the next lecture semethihg has^bSen said about the 
character of the commerce of a maritime power, but there still 
remains one aspect of freedom of commerce which caijs fcr com¬ 
ment. In the discussions of the organisation of trade during 
the early years of the present century one aspect of tjje ^bject 
received undue prominence. Free trade, from thq polititiatf s 
point of,view, ineanl absence pf duties upon I^ritish importg: 
free trade from the economic point of view means the maximum 
commercial and industrial opportunity,both in trade jt home 
and overseas. Production at.hojiffe c3n be made much more 
free. It has been restrained lA' much inertness, and al9o by 
many conventions and customs which .are aja^ronism^irf the 
world (A to-tlay and which, if they were continued, would' 
be serious impedimerktsg in the world of ho-mofrow. Also, it 
is jto be hoped that tlj; pqj^iod jf emergence* reitraint of 
traefe will not leave any urenecessary sumvais when industry 

»v^o. i nr .xttit in to Labour, Ib82, ^» 29 . 

Savage, Sir Thomas Overbury, 
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las readjusted itself after the war. Great Britain took up 
irms in defence ofliberty^ and it would be one of the most tragic 
ronies' of history if we secured political freedom fo^ oppressed 
rations on the field and found that freedom of industry had 
reen partly lost at home. Knowledge, application and judg- 
nent should be effective in securing to the nation the immaterial 
ruitu uf its trials; so that thd fine spirit of achievement in 
fircumstances of the greatest difficulty and danger may have 
;ree play in resuming the materird devclopmenP which was 
irrested by the war. 
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Kept than the sea about in special!, 

VVliich of England is the towne wall. 

As though England were liken'^d to a citie, 

And the w'ali environ y/ere the sea. 

Kepe then the sea that is the wall of j^.ngland: 

And than is England kept by Goddes hande; 

That as for any thing that is without, 

England were at ease withouten doubt, 

And thus should every iopd one \vith another 
Entercommon, as brother with his brother, 

And live tvjgi.her w^erreless Li uni^ie. 

Without rancour in very charity, 

In rest and peace, to Christes great pleasance. 

Without strife, debate and variance. 

Lxhel of Fn^lisfi Policte, exhorlitj^ all England to hcepe 
the Sea (written about 1437)* 
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During the wars of the French RevoluUon the aged philo¬ 
sopher Kant wrote his essay on a perpetual peace, an ideal 
which he described as*no mere empty dreani^^but as a problem • 
which, by approximating solution little by little would, at 
length, accomplish its aim'. It needed no little courage to 
enunciate this ideal at‘the time, and Kant was so conscious 
of this that he,began his treatise by a reference to the place 
where he iiad found his title. It was the inscription upon a 
picture of a cemetery. ‘ And he goes on to say that in the wars 
which will happen before the coming of that peace which will 
be unbroken, no Combatant Chould use such barbarou^methods 
as would render mu^ial confidence imp'ssible at the cessation 
of hostilities, else the end can be nothing but a mere truce, 
to1)e followed by a war of extermination which youW indeed 
establish a perpetual peace—but gnly in a vast cemetery of the 
human race. Ratbe* he would aim as his ideal at the precept, 
“Search first the kingdom of pure practical reason wjth*its 
justice and this otfter ttjing (namely' perpetual peace") will,be 
added unto you.” Of late years it has been the fashion amongst 
certaiji classes in Germany to regard Kant’s treatise as the 
result of senility. One recalls Niettselfc’s address to the warrior, 
“Let your peace be a victory! Say ye that a good cause wil' 
hallow even war? I say unto you a goed w^hallowetb every 
thing..».And*when your soul waxeth great, it waxeth haughtj? 
.and in your exaltatign,there is wickednes^^.” •The element p 

*,First printed in 1795. , 

Euer Friede sei em Sieg! 

Ihr sagt, die gate Sache sei*es, din sogai^den Krl^g heiligei Ich sag 
euchC der g» 4 e Krieg 1st es, dy }ede Sache heligt ,..Und,wenn eure Seeic 
gross wird^ so wi^ sie ftberniuthig*und in*enrer Erhabenhert fct .Boahrd 
Also sprite/^ Zarathustm, 1^93, ik 63. 
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wickednpss in the infliction of avoidable suffering in the conduct 
of hostilities must appear to us to have been unnecessarily 
increased by many of the actions of Germany; and, after 
every possible allowance has been made, it must be admitted 
that not ,a few of her actions have put back the customs 
of humanity in warlike operations by more than five hundred 
years. 'Some of these methods may possibly have an effect 
upon our maritime communications in the near future, and 
therefore the subject will repay a brief study. 

Invention in the end has been a great benefactor of humanity, 
but often in its first stages it entails suffering. Nature seems 
to deliver up her secrets reluctantly and at the peiil of those 
who try to wrest them from her. The tale of inventors who 
have been killed or maimed by their discoveries is long, but it 
is a new and somewhat disquieting feature that the device of 
the submarine has been directed to taking toll of innocent lives. 
This is utterly repugnant to the cilstom of the sea in the building 
up of which our nation has borne the larger part during almost 
a thousand years. Thus an old treaty of Edward I maintains 
the ideal of taking surety and giving safeguards for the wardship 
of peace, right and equity amongst all manner of peoples 
frequenting’ the seas named in the document*. That tradition 
has developed till it reached the picture of the perfect seaman 
given by the poet Spenser: 

, Then which none more upright, , 

Ne more sincere in word and deed protest; 

Moste voide of guile, most free from fowle dcspight. 
Doing himselfe ant teaching others to doe rights 

The law of the sea, namely to keep harmless women and 
children; and, ib tjme of war, merchant sailors also, has been 
broken with tragic frequency in the undersea campaign of 

^ Possibiy the original is worth quoting ■ ''.Deseurt^ prendre&savegar(le 
doner en tons cas que mestier serra, A par ordinance de tons autres‘faits 
necessaner a la garde des pe'^s, droiture Sc equite entre toute manere des 
gentz taunt d'autre seigr.urie come leur. propre par illeqCe's passanz.” 
Printed in‘Mare Clausum, 1635, p. 276.. 

’ Sparser, Faerie Queens iV. 6, xviii. 
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Germany. And one cannot help wondering if Kiplirfg writes 
a new “Song of the English" will h« still siSg: 

» 

We must feed our sea for a thousand years, 

For that is our doom and pride, 

As it was when they sailed with the Golden Hind, 

Or the wreck that struck last tide— 

Or the wreck that lies on the spouting reef 
Where the ghastly blue-lights flare. 

If fclood be the price of admiralty. 

If blood be thy price of admiralty, 

If blood be the pnee of admiralty, 

Lord God, we ha’ bought it fair I • 

• 


But is submarine ruthlessness, added to other perils of the 
sea a “fair prise”? Our whole experience—older than ocean 
traUl and*extending over all the oceans of the world—answeft 
that it is not. There’is something humanising in the spirit 
of wide waters which has established the convention of saving 
life at sea, a coiA'cntion—if it may be so named wjiich has 
become so firmly fi.i^ed a^iongst 'our saafaring people that it 
scarcely needs to be spoken. The German submarine policy— 
however much allowance may be made for the calj^us irrespon¬ 
sibility of nerve-shaken indivi(J*ial commanderj-^hows an 
inability to recognise the whole spirit of the customs of the sea, 
which gives rise to several grave reflections. ^And^ thftse 
thought are seriouiK not only from the ^loint of view ofmateyal 
damagp but from that of the spiritual principle. Even were 
the n^terial damage much greater than it has been or is^hkely 
to be that would be of infmitclv less rmpcytance to a maritime 
power such as we are. than the explicit disregard yf this 


fundamental principle. 

As « master of fact our forefathers suffered and overcame 
..worse things than we jrf likely to experience, as may be seen frorn 
an investigation of the l^ses of shipping duangihe Jiapoleomc 
w'afs. That enquiry is nqj: an easy one, fot tlipre we unfor¬ 
tunately ssteral gaps in the statistidi, i>ut sufficient data»can 
be collected tSpre^nt a gen«ral picture of the effyoi of those 
struggles’ on our shipping. Usually the situatitv is .egarded 
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from its nnal result which left us with more ships than at the 
beginning, but the stages by which that result was arrived at 
are not without a lesson, and perhaps some comfort*! 

It may be premised that in 1792 the number of ships owned 
by Great 'Britain, the adjacent islands and the Colonies was 
16,079, with a tonnage of 1,540,145 cr an average of 96 tons 
per siiip*. By ‘1803 the number of ships had increased to 
20,893, the tonnage^to 2,167,863, giving an average of 104 tons 
per ship’. It is an interesting and instructive coincidence 
that in 1913—after no years—the number of ships belonging 
to the United Kingdom and registered under the Merchant 
Shipping Act of 1894 was almost exactly the same, being 
20,938, while the gross tonnage had increased very greatly 
giving an average of 932 tons per vessel*. , This figure of 
approximately 21,000, as representing the number of ships 
of Great Britain and the Colonies in 1803 and the number of 
ships of the United Kingdom in 1913, is worth remembering, 
since it .affords a convenient basis of compalison of losses at 
the two periods. ^ ' , 

During the Napoleonic wars the Government of the time 
was not congmunicative concerning British losses kf shippi'hg, 
and the position has been qbscured by the record of history 
havings contented itself with the final re'cult, thereby omitting 
what js important at pre,sent, namely the processes by which 
thfit result was attained, t As is well kno^n, the end of the 
Napoleonic wars loft our mercantile marine stronger than it 
had beer; in 1803 or at any previous date. But much had to 

^ As far as the existing position is concerned due allowance must be 
made'^foc' the incre*ii'ei^ ir^^artance of shipping, both for military aad 
other vitai*n^eds. The final cure for the submarine menace \s the fechnical 
one of the capture or destruction of hostile undersea craft, but until thkt 
kS attained wi'.h certaint>, it is practical w’sdorti, both from the standpoint 
of the present a:^d thfe future, to build, at least enough shipping to make 
good the losses. ^ * 

G. Chnlmers, An Estima^ of the Comparative Sirengih of Great Brftain, 
1794, p. 285 1 ^ 

^ G. R.^T^rter, Progress of he Naho.i, 1838, Sections ill. and.iv. p. 171. 

* Stalrficai ^.bstract, 1914, p, 300. 
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be done and suffered before this consummation was Cached. 
It is often supposed that we gainer^ by shi^s captured from 
the French; but, as a matter of fact, the balance of captures 
was very much against us. The French took no less than 
twelve times as many British ships as we succeeded ia seizing 
French vessels, It is trije that many American prizes were 
secured, but not nearly onougH to make good o«r losses to the* 
French, It is almost para(ioxical that naval strength means 
large shippiftg losses, since the Power which can keep the sea 
risks its vessels, as distinguished from the enemy which is 
compelled to confine much of its mercantile marine to its ports. 
Also the usual casualties,to ships continued, indeed the per¬ 
centage was rather higheiiowing to the greater risks of ordinary 
navigation during hostilities. 

For thes* and other reasons the position of British mercantile* 
shipping during the first •fifteen years of the nineteenth century 
was one of extraordinary interest, and it is necessary to inves¬ 
tigate how it happened that, ilt spite of losses by war aij,d ship¬ 
wreck, it increased by the^end of th? \gar. The absence of 
complete records of tlie state of British shipping makes it 
desifable to Revise a method of estimating the totg^ losses and 
the means taken to meet them. There are fairly complete 
returns of the total rjgfftered shipping each year and also gif the 
prize ships remaining sm the register, while there are particula*s 
of the amount of now •onstruction. Djtif as to vessels purchased 
from foreTgners or sold to foreigners do not appear to be avail¬ 
able. rt then we start with the registered tonnage in 1803 and 
add to that the amount of vessels lMiilt»V to 1*^14 and tliit of 
prize ships, we should arrive at.tT(b total available tonnage at 
the later date. But we have the tonna.g£.in i and, gpc«rd- 
*ingiy, if that be deducted from the first totrit the remainder will 
rpp're’sent a fairly close estimate of the shipping l»st through all 
causes dttring the tweiv’e veSrs. In^that period ^he ^eduction 
in fofinage, calculated in this \tay, was over 4y py cent, or an 
average «f about 4 per cent per annul* Indeed it nlav wel 


I See Appendix for Ih% details. 
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have happened that, during those eventful twelve years, we 
lost one-half the' shipping which we owned at the beginning. 
Moreover the losses w'ere not evenly distnbute^d. In' 1810 they 
reached the maximum as far as has been recorded, the prizes 
taken by. the French in that year having exceeded the average 
of the whole period by 50 per cent.^ and being double that of 
°3omtl years in ct. Further, at the beginning the total amount 
of tonnage actually declined. Itiwas 2,269,000 in 1804, and 
it had fallen to 2,264,000 tons in 1806. Gradually new con¬ 
struction began to make good losses of all kinds, and it was 
only in this wav that the final satisfactory position was reached. 
This result was not attained at once. At first construction 
declined. In 1804 it was 70 per cent. ,of the average of the two 
previous years, and it fell by successive steps till 1808 when 
the total was only 42 per cent, of that of 1802-3. Afterwards 
there was an improvement. By i8ii it was nearly normal, 
and it became quite normal in 1815. The total amount of new 
building amounted to more than one-half of'all the tonnage of 
1803, and it is no*- too much to sav that it was the strenuous 
and unremitting activities of our shipyards which saved the 
situation. ..Without such extreme application ftreat Britain 
would have emerged from ^hc war with its shipping seriously, 
and e-ven dangerously, depicted. 

o After the lapse of a century shipping lyis become much more 
important to all mariurae countries, and the tragedy of the 
situation for the whole world, which has arisen through German 
piracy, is that the destruction, instead of the capture of 
mercantile vessels, may leave the world’s stock of shipping 
veryrgreatly reduced. The degree of construction will depend 
upon ^the extend to wjiich the world’s shipyards, as a whole, 

' can repair losses while the war is actually in progress. It is 
one of the ironies of the position, that Germany, whicH is 
responsible fpr the scarcity by the'inhumanity of its submarine 
and mining operations, is the only Power from which large 
aolual taptures of sh'p-ping have been made. Up to December, 
iqrb. Captain Schroder, estimated that. 14-1 ;_per cent, of its 
mercartile rmrine had been taken and was then being used by 
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the Allies, while 7-1 per cent, had been sunk'. I'hus jit that 
d;ite the German mercantile marine had been *lecreased bv over 
20 per cei^. The year 1917 has at least doubled that lo'-s. Tlie 
declaration of war by the United States involved the seizure of 
almost another 20 per cent, of the pre-war tonnage, to which is 
to be added that taken over by otlier Towers. It follows that 
at the end of 19:7 Germany luiji lost close on 50 jrer centf 0^ the 
shipping she owned in 1914. Against these losses is to be set a 
small ipiantjty of tonnage ca|)tnred (main]>'*by the seizure of 
Allied \cssels at the duelaration of war) and also the amount 
of new construction which has been elfected«in German shi|)- 
builiiing yafds during tin' last three and a hall years. 

War is necessarily a transitory condition, but it is inevitable 
that the present stru.ggle contains the seeds of much which will 
influence econom’ic development in the future, perhaps even 
for generations to come. And this will be particularly applicable 
to shipping. Our conception *1 the position of Greater Britain 
and its communicL^tions with yie rest of the world has remained 
too long in embryo. It is sc.irccly w't an explicit tfloiight: 
indeed, to adopt the ti»rnmlT)logy of Kant, it is not even a catc- 
gorii but the mere schematism of a category. Is it |)ossible 
to give it reality from the economic point of view, w^*;n account 
is taken of possible changes in the^near future? T think that 
to some extent this hiay lie accomplished, though irruieiltectl^'. 

The whole idea of a maritime State differs in it* eiiscMials 
from thaj»ot a land Bowiir dilie mam gate of lingland dops 
not face* the Cor^tment of Kiirope but is a water gate o|)cning 
to the'Atlantic (.)nr great concern ismot with territiiiii but 
with ocean routes for trad. I'ky protection eyf these is the 
fundamental considi ration in tlie defence of Greater Bnt.iin, 
'Thus the or.icle the Athem.ins loumT'^t^liflrtl to iu’f-ipret, 
namely that ships .iie the only impregnable ^defence"'', still 
remains true. The m.iVrtiniOtStatc differs ffoni the 1«ik1 Power 
in ‘•yfar aS the centre of j^ avit^' of the latter remains Relatively 

' FPom*tlic^conrt nf Schroder's p.ipcr in fli* .\Jua.',bode oi Kuttordym, 
•Dec 2<K HJ16 

^ licrodotiih, vji 141. 
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fixed, \vhereas that of the former shifts with the ceaseless change 
of the element from which it derives its whole vitality. 

Communication by sea is the life-nerve of the ejdstence of 
the British race in its present geographical” distribution. It 
is only ip this way that various members of the great family 
can specialise in the kind of production for which their country 
.Jits^tl^jm by exchanging these owith the others and with the 
rest of the world. The extent to which Great Britain has 
depended upon imported food is a commonplaoe, while the 
Dominions depend no less upon outside markets for the sale 
of the commodbies which they chiefly produce. The main 
reason that transport by sea has been sought' throughout 
history is its cheapness in comparison with that by land^. Ports 
are required partly for coaling partly for safety, and a hinterland 
•behind the ports for the industrious population which supplies 
and consumes the goods which are conveyed by the ocean 
routes. It appears to be a German gloss upon history that the 
most bitter and most protractei;! struggles during more than 
two thousand years haive always raged round coast-lines and 
harbours^. There is a deeper wisaom hi Bacon’s remark that 
“it was not the Romans that spread upon the world, but it 
was the v/orld that spread upon the Romans: and that was 
the true way of greatness^. ^ 

, What railways and canals are to inland states, secure ocean 
routfcs .art to Greater,, Britain and its Possessions. They are 
fne essential arteries by which its life-blood ciraulates. It 
follows that shipping may add to the wealth of a land Power, 
but -is Yiot essential it:^ whereas to the maritime State it 
constitutes the necessary lir.k that unites the parts together; 
as it has been finely said, ships are 

Swift shuttles of an Empire’s loom that weave us,* main- to main. 

The provision of shipping is of special importance to^a country 
whose destiiiy is upon the sea. Pc must have an effective 

Mahan, The Influerfe'of Sea-Power^upon History, P- 

^ Voa-PhloVv, Imperial Germany (,Kng. Trans'-*i9i4),f^. 25, 

® Ba^f^on, JSf^'iays, On Plantahoi.s. c 
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C(jntrol of the instruments upon which its internal communi¬ 
cations depend. Even Adam Smith ^ave an approval, which 
was only lightly, qualified, to the Navigation Acts, describing 
them as being “as wise as if they had been dictated by the 
most deliberate wisdomh” This passage is too oftefl quoted 
apart from its context andean understanding of what it ijpplies. 
Adam Smith wrote of these A?ts in view of the^aval position' 
of Holland in the second tialf of the sevc^nteenth century, 
which he thdught was then "the only naval power which could 
endanger the safety of "England.” Accordinj^y, the degree of 
approval which he gives to these measures ^and by inference 
to other restrictions designjid for the same object) is conditioned 
by there being, at the time they are enforced or continued, 
a foreign naval Pcvwer sufficiently great to prejudice the security 
of Great Britain and the Colonies. In the near future it would 
appear that it would suffice if British-owned shipping main¬ 
tained a somewhat similar proportion to that of the remainder 
of the world which it occupied in the years before tl^ war. 
It may indeed be necessary that this )*roportion should be 
improved upon, since inter-Imperial communication leaves 
much to be desired, Strictly speaking that com||»unication, 
regarded from the economico-politi^al point of view, resembles 
a coasting trade—it, is between two British ports, Jiowever 
widely separated they may be—and there can be no bgttet 
form of national devwopment than to.improve it by judicious 
measures. ^Closely connected with this problem is the manning 
of the sjiips. Long before the war ther| was a movement for 
British sailors in British ships. If thiis tneast what the words 
imply, namely, the employment »f s’ailors born in Great Brstain 
^n!y, it was too narrow. In 1913 88-7.-'afi[_ cy.nt. of tha.tcrtal 
seamen i#ere British subjects, and il-3 per cent, fcft'eigners, 
wjiife the percentage of Jlje latter tends on tHp whefle tj decline®. 
It would Appear that, apart from certain spcckd sgrvites, such 
as tliat of pilots, the proportion of foreigners giges iittle ground 
for anxiety, ^ut, considerinj^ the importagice of the seaman Tti 

^ Cf. Sniitn, Wealth oj Nali/CiJi (ed Cannan), r p. 428, 

* Statistical AbsteaU, 1914, p. 303,* 
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the organisation of the British States and his essential function 
in their interconnection, chis status should be improved. By 
the exigencies of ocean voyages, a large pari, of thi!l‘’seafaring 
population is debarred from exercising the important function 
of citizefiship in voting for members of Parliament. It is a 
seriou^ defect that an interest, upop which so much depends, 
"should be able to record its stiffrages only with irregularity. 
Though some changes in method rrould be necessary, it should 
be possible to devise a scheme by which opportunities would 
be given to the ,great majority of saildrs to record their votes 
probably upon a .special franchise suited to them. The delay 
which would be involved would not be very greatly in excess 
of that which occurs in completing an election in the con¬ 
stituency of Orkney and Shetland. In particular if the time 
comes when there will be some representative body for the 
British Empire, the men who control the essential mechanism 
which connects the parts should have an opportunity of making 
their v.oice heard in the determination of the policy of the 
whole. ,, 

< 4 

Adequate shipping requires sufficient naval force for its 
defence. .Even in time of peace, the seas must be policed, 
in order to prevent wrong ^nd injury being done. Piracy and 
slave, trading soon show sporadic attempts to recommence, if 
control is withdrawn. That the seas have become safe for 
jiiternational commerce is a great, but: almost unrecognised, 
work of the navies of the maritime Powers and in a‘’high degree 
of that of Great Britain. Thus there has grown up what may 
be called for the sake of brevity the modern custom of the sea; 
and^ in my view, it has been one of the greatest errors of 
Germany that thisjias been violated by the inhumanity of her 
submarhie operations and the policy of indisorimipfite mine¬ 
laying. Unless tlqfcre can be guarantees against the recurrence 
of this, ,’t wjll mean the loss of mueh progress made'hi the past 
towards mamtaining safety of "'life at sea; since, even in''time 
Or peace, the impli^d''menace would still remain. Jhij better 
minds''a.“nongst seameir in the modern »jvorld.''nave had a deep 
and dmos:' religious sense of the high purpose of their calling. 
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F^or instance Camoens makes Vasco da Gama pray* in the 
followiag terms: 

Be now the saviour (^oil, 

Safe in thy care, what dangers have wc past I 
And shalt thou leave us, leave us now at lastt 
To perish here—our dangers and our toils 
To spread thy la^'sh 

Raleigh concludes his OiscrvaUons upon the iMavy and Sea 
Service, with*the words: “for well wc know, tliat God worketh 
all things here among ils mediately by a secondary means, the 
which means of our defence and safety l)*Tng shipping and 
sea forces afe to be esteempd as His gifts and then only available 
and beneficial when He .withal vouchsafeth His Grace to use 
them aright^.” Jn a more concise form one of Nelson's com¬ 
manders expressed his ideal to bo inflexibly just in order to b^ 
effectively humane'’. 

Justice and humanity have been the main characteristics 
of the great seafaring natiems, and these must renniin the 
essence of the dcvelopmerjJ of overscif cgmriimications. It is 
these that have made the freedom of the seas and only by these 
can •the freedom of the seas be maintained. Ar^l fr«m this 
there follows that security of sea-ljarne commerce Y^'liich mari¬ 
time rations requiri^. , 

The circumstance^ of the Biitish peoples, as a'maritiiHe 
State, have involved jpr the sake of tli^iii' trade a propon'derance 
in shippint^'and therefore adp(|uate sea power to protect that 
shippiiig. It is tor the woild to judge whether the law of the 
sea, by which Great Britain bound ^lersglf and which* she 
enforced, is more conducive to, civilisation and'progre.ss,than 
that which Germany proposes to subs^tute for it. ,, • 

The grrescTit war might almost be s^ lo have, added a 
^hild dimension to hostilities. Prior to the twentieth century 

^ Whe Lustad, Book vjl oviicjoi; n i raij.siaLion;, ci aa r lagem fer 

Dorn. Vasco da Gama em 1497. 1838, pp 1,4 

* Raleigh, 1751, n p.io?, 

^ Sir Algxande. BalP Governor of Malta. Coleridge, Tltk Fiu ' 
3rd Landing Stage, Essay 3. 
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battles'were confined, with a few minor exceptions, to tl?e 
surface of the eirth an(j of the sea. Now they have been 
extended from the horizontal to the vertical plafie by the 
new engines of air-craft and submarines. Both have an effect 
upon communications. As far as the experience of this war 
has shown, even when the submar,inc has been used as by 
■Oerrtiahy, it has an effect in ?lie temporary interruption of 
shipping; but it appears to conform to Mahan’s description 
of the ultimate futility of commerce destroyingh "since it has 
not sufficed to liberate Germany's ocean trade, that having 
ceased for all practical purposes since the war began, There 
is the converse side in the relation of air-craft to communications 
by land. In the latter case it would oeem that, in at least one 
respect, the aeroplane has an advantage over the submarine. 
It is usual to speak of ocean routes, but, in an open sea, the 
course from one port to another can be varied, if necessary. 
A successful attack by a submarine has no effect in impairing 
the route itself—to bomb the scm is useless—but a successful 
attack upon land cprninunications has relatively permanent 
results. Damage to bridges or the permanent way of a railway 
will require,time for repair. Traffic by sea is almost indefinitely 
flexible. It is like some of /.he enchantments in old romances, 
where however the body, which is protected by magic, is 
wounded the hurts close themselves immediately. But the 
injury inflicted upon kind communication's reciuires time to be 
repaired, and alternative routes are often fully usi?d already. 
Thus, on the whole, it may be conjectured that the balance 
of invention is not mifawmrable to the defence of marine 
transport, and it might even have tended to be favourable if 
thC' dic/ates of humajiity in war (which it was believed were 
firrrfty establisheii) had been observed. ' . 

These are highlytechnical points which fall largely, though 
not altogether, outside the scope «f the present discussion. 
But they h^.ve ..an intimate connection with a related Tbpic 
without some referenpe-rto which the reasoning would be mcom- 
plete. JiVaffare, as has' been ,^shown, has ei^tbnded into the 
r MaWln, Thi Influence of Ser-Power upon History, 1660-1783, p/sag. 
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third dimension. Is it possible that commerge may ultimately 
do the s^e; and, if that should luippen, what would be the 
effect upon the* communications of Greater Britain ? This 
cannot be described as an altogether speculative proposition, 
since before the war a company had been formed in tiermany 
for the carrying of passengers by air-ships, and during war 
a few spectacular voyages were made by cargo-carrying sub¬ 
marines between Germany Snd the United States, 

On the supposition that in the future submarines might be 
employed to carry cargo to a considerablc^cxtent, it seems 
probable tjjat such a development would‘not produce any 
marked effect upon intercommunication between Great 
Britain, the Dominions‘and Possessions. The submersibles 
would require ports and loading and unloading facilities not^ 
very dissiniTlar from the present day cargo ^'csscl; if anything, 
secure and well-equipped hart)purs would be more rather than 
less necessary. Accordingly, the advantage which the British 
Empire enjoys in’ its fuel st.itions would cc'rtainly tnot be 
diminished; and thergform if tins change cJlme, it would lead 
to no disturbance in the communications of Greater Britain. As 
to ifs probability, apart from .some limited speciirf jusd which 
might be discovered for submcrsilito craft, they do •not appear 
likely to be of importance in commerce. At present yiey have 
an advantage for purposes of war (which may or rr^ay n»t be 
peimancnt^in that Ricy. can e,scape‘detection when occasion 
requiresjt. The future course of invention cannot be predicted, 
but, as* far as available information extends, it is evid»nt ^hat 
in the more immediate future tl^ Tosf of tarrying freight by 
submersible would be prohibitiv'e. • 

• It has already been shown that 41 ;a.JnveBtion 0,^‘adrial 
navigation has given a maritime Power advantages & regards 
oommunications over cbc w^ose strength is onlan^. Should 
air-^hips be adapted to j/imnjercial^ purposed, the belance of 
advafitage would be in part roeersed. Assuming that passengers 
are caTridd, ^iijd that foreign Powers i^otld give facilities ^or 
•landing fot the'supplf of petrol, the advantage of pcffft woui.I 
be t**some extent neutralised. AJeess to the s#a wdtld no 
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longer "be as injportant as it is at present. Should thh 
development come, it would in all probability apply first to 
urgent passenger traffic, since a very great saving in time 
could be effected. This would have an important effect 
upon thfc representative and administrative organising of 
the c(]nsolidation of Greater Britain. For purposes of 
government, dfttance is measured more by the time consumed 
in travelling froip place to placti than by actual mileage, 
and therefore so great an increase in the speed of transit 
would bring the,Dominions and Possessions nearer to Great 
Britain, and would remove many difficulties in the smooth 
working of a representative system.. An Imperial Aerial mail 
might bring the towns of eastern Canada as near London, in 
terms of time, as the north of Scotland wac before the war. 
Necessarily other places would be similarly broOght closer, 
but the reduction in the time^ spent in travel would confer 
the largest relative advantage on the more distant places to 
which F was applicable. The conveyance of goods by air as 
yet belongs to the'pry'vince of the wntei; of scientific romances. 
But who can say with confidence that it is impossible? In any 
case such^a change is not likely to come quickly; and, even 
should it take place even'aially, much will have happened 
in tlu rnoantime. The distribution oh population may have 
changed as between different parts of thor Empire, and some of 
tjie Dominions, now called new countries,'“will be on the way to 
become old countries. Trade routes would not' bg greatly 
changed, though the, density with which they wcr« used 
would possibly be diffeVenik , Even assuming that considerable 
freight were diverted from tire sea to the air, nothing much 
would .happen,beyqjid the smoothing out of some of the routes, 
in places' to make them straighter. Granting t'hat 4 ur ports 
would be,lesif essential—being now ysed by that traffic still 
carried by ssa—the geogr^iphical dis'persion of British territory 
might be eypeirted to suffice, at least in part and pdVhaps 
altbgether, to make gudd the loss of traffic at th^exisfing ports. 
It wouM*'be favourably Situated to tap Aany.of thg important 
new rbutes.' Where there- was a long stretch of ocean' be 
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• thiversed conditions would remain much tjie same, *except 
where th^ ocean route greatly divcoges from a straight line 
owing to the cosfiguration of the land. On the other side, 
where there is a sea route and an overland route, it would not 
follow that the air course would follow the shortest strifight line 
over the land. Possibly the same conditions—which ^count 
for the irregularities in railwSy maps, namely’the collertioiT 
of traffic—would compel thi! new service to, descend at those 
places (or some of them) where goods are at present collected 
for transportation, 

Looking,back over the histoiv of invention during the fast 
quarter of a century, and taking account of tlie acceleration 
that may follow this war,'many and surprising discoveries may 
be anticipated. The nature of these cannot of course be fore¬ 
casted; buf, judging by the possible application of some which 
have been considered as hypotjietical, while there will be gains 
and losses, there is nothing in what can be guessed concerning 
future developments, even of a revolutionary chargfter, in 
communication whichjpeed occasion seriius’anxiety. Rather, 
given energy and determination, a continuance of success in 
overseas trade may be expected. ^ ^ • 

While these considerations are necessarily highly speculative, 
no apology need be made for discussing them. The Greeks had 
a saying that the bcNt prophet was he who guessed rigjitl>^, 
and peace treaties anH reconstruction involve the looking ahejd 
for a period so great that we can do little more than guess. But 
it is at? least something to guess not ignobly, when tlip future 
of an Empire is concerned. On ijiifmalerial side in a maritime 
State such as that which unite^Great Britain with the Britons 
’ beyond the seas, there are few thing-s more ynport^t than 
shjppin^, the'indispensable mechanism of intercommunication. 
The nature of that State fyis given us a*f)Iace of Jmportance 
upjn the seas; but its gj(batness, both in peace,ami war, will 
depend upon the “inflexible justice” with whi*h it is used. 
This flioflght >uas been the golden thredH*that runs^ thro'uglrthe 
‘ best of oiy nav»l history, and«it ^roits as time goes«o»i. It i; 

^ ildiTii 5’ cipiffTOi 6(TTit* eUd^ei KaXuj, * 
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this wh'ich, in th^end, will be our most powerful plea at the bar 
of history, when our casets tried. If, when the full tale is told, 
it will appear that British sea power made for the progress of 
civilisation, then as a nation we may claim to have offered 
somethiilg, not wholly unworthy, towards the progress of 
humarjjty. 

' "fhe extent and the limits of this idea present extraordinary 
practical difficu]ti,es when it comes into contact with that of 
the defence of our commerce and internal communications 
between the parjs of Greater Britain. In time of peace the 
minimum of restrhint is likely, on the whole, to accord most 
with both ideals. No doubt there are difficulties now and 
difficulties will remain in the future, but the conception of inter- 
imperial voyages as being of the nature of purely interna! 
communications of Greater Britain affords a distinction which 
may be of practical use. Apart from this, the general conclusion 
of this enquiry leads to a result similar to that in the previous 
lecture,, namely that, after the necessary provision is made for 
defence of our cohimi'rce, the maximurf! amount of liberty is 
in agreement with the principle of justice. It is thus, and as 
far as can kf, seen thus only, that we can be effectively humane 
to all who .would use the s«a and seek the hospitality of our 
ports for^any legitimate purpose. 
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Quo teneam vultus mutantem Protea nodo? 

Horace. 



THE SURPRISES OF PEACE 


. Bacon in one of his Essays speaks of innovations as "the 
births of time," and it cannot be questioned that the peace 
which will follow the present upheaval of the nations will con¬ 
stitute a new epoch in history. The time of -war and trial has 
been fruitfal in surprises, many of which were disagreeable. 
As far as can be judged from the apparent changes of plan by 
the military authorities of the chief countries involved in hos¬ 
tilities, wai^ produced many situations and problems which had 
not been anticipated by those who had made it their life-long 
study. Certainly, in commerct and industry, all those who have 
studied the changes of the .past three years will be candid 
enough to confess that their expecl^ationj have offtn been 
falsified by events, t'lor* is this liniitiftion of the practical 
judgment a matter to occasion wonder when the circumstances 
are understood. Rather, the surprising fact h)ft«been, not 
that commercial and financial calculation has been’ so fallible; 
but, in the unprecetfented circumstances, that it was»nof mufh 
more fallible. Experience in business is largely personal, and 
therefore i^^more immediate influence is limited to the space 
of one Sr two generations. It is true that in the past it has 
been our fate to take part in many grea/ wars, but it is^ matter 
of doubt to what extent wai»-time coniraeren in previous 
campaigns resembled that which is carried on at present. 
Even irgthe last hundred years the mechaiiisgi df comnffeVee has, 
been transformed. Not only has the wogid been drawn closer 
togethe*, but the ram’fftatiins of credit hSve been<enormously* 
extepded. Diplomatists*talk«f would power, but*thi?te was the 
fact gf a world commerce*in which ^11 th^ cCief pwadiming 
countries app'^red tj be inextricabljj interwoven •by re’ason of 
mutual dd^endence and mutuafengagements. The comparative 
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isolation of the Central Powers was an event which seemed m' 
advance to have'been impossible without the rending asunder 
of the whole fabric of commercial relations. And if thfe attempt 
is made to return in imagination to the world as it appeared in 
1913, it js not remarkable that there were some who held that 
the intricacy of international commerce would make a long- 
continhed war impossible. Yet our present experience shows 
that, though there was great dislocation, trade has been able 
to flow in some o'i the old channels and even to epen up new 
ones in the attempt to meet the demands of war. In fact the 
recuperative powCf of British industry has been proved by the 
course of events, as far as it has yet revealed itself, (o have been 
very greatly underestimated. 

Modern commerce finds its supreme expression in the antici- 
.pation of the future. The application of science ,to industry 
tends to lengthen the time of production, while on the other 
side what is produced is usually both greater in volume and 
more efficient in character. The protraction,of that production 
which sfceks a worlcj market makes the forecasting of the demand, 
which is not yet in existence, a necessity'm almost all important 
industries. The producer must create from within his ■ own 
mind the viUon of those conditions with which he is concerned 
as they will be, not merely in the future but at a fixed date in 
that futuie. It is necessary for him to divine how forces, which 
he cannot control, will behave, and at tlje same time he must 
co'-ordinate with these forces other causes the act>;i of which 
he can direct to a greater or less extent. Stated in this abstract 
form, the practical pb'blepi seems to be one of remarkable 
difficulty; but, in normal Circumstances, it is accomplished 
with sufficient general precision. The task of the producer 
is facilitated by the continuity of events, where the. changes 
which happen are regular, and move in certain directions which 
'can be estf.nated. Many conditions \*hich exert great weight 
in the ultimate effect remain relatively unchanged; and in 
nor/nak circumstances, |;hese may be neglected in framing fore¬ 
casts. But in the abnormal state of wa*" all this is changed. 
Not only do new and highly uncertain phenomena emerge with 
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disconcerting suddenness, but the causal values of old cojditions 
CTf&nge. And the function of judging and lading plans for the 
future is rendered more difficult by the fact that, despite the 
somewhat vociferous claims of “scientific management," the 
higher forms of commercial skill have remained essentially an art, 
and thus the process is largely instinctive, as it is almost in¬ 
articulate. Those who are most successful can rarely •xplain 
the thought-processes by which their conclusions have been 
reached, indeed it sometime? happens that fctieir own account 
of the reasons which haye prompted their actions represents not 
those that in reality determined them, but merely such as chanced 
to remain 41 their .memory when the course of their mental 
activity came to be reviewed in reflection. There, as in othei 
instances of what is sometimes called the "creative imagina¬ 
tion,” the thinker* becomes absorbed in that which his mind is, 
fashioning, ^nd the stages of progress towards a final practical 
result become merged in the victual end to be attained. It 
follows that this submerged cliaracter of much of the planning 
of practical life makes it exceedingly ^difficult to inceWporate 
important new conditions+1 the forecast %n(t at the same time 
to give due weight to the altered values of those old conditions 
which survive. In such circumstances, particularlyif Jiostilities 
come without warning, tlie first rrSult is a feeling of conster¬ 
nation. What hapiwrfed in 1793 was described iri gfaphif 
terms by Sir Francis TIaring, the founder of the famous House 
of Baring Brothers. •A circumstance?” he wrote, "which very 
materialise cofltributed to produce the distress of 1793 was the 
sudden,*unexpectod declaration of war. That dreadful calamity 
is usually preceded by some itvhcation vHiich, enables the 
commercial community to make preparation. On this occasion 
•the short notice rendered the least degree of ge^eml prepAfation 
impossibfti.” But the financiers and traders of the "last half 
of the eighteenth centesy \yere far from being unacquainted 
witjj war; whereas at th^Treg^nning, of the tfvendeth century 
there had been little experiente of any but ver^’mihor coptests. 
• • ^ ' 

^ ^ Tooke rather*di'jpu 143 the eifecj; of lhc» war in to the 

discredit of the periifd. Hisloyy of Puces^ i. p. 177. 
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Accorc^ngly, the shock and the disturbance'of the summer of 
1914 were all thff greater, and enterprise was at first stunned. 

Gradually and, at firJt, very tentatively, business began to 
adapt itself to the new and strange conditiorrs. The very state 
of hostihties which had dislocated commerce forced it to resume 
by the insistent demand for naval and military supplies of all 
kinds.r Just because we are living With war-industry around us, 
and because changes have come gradually, these are liable to 
escape attention'in the midst 01 the exceedingly grave pre¬ 
occupations of the time. One of thesy characteristics of com¬ 
merce in war time is the limitation of prevision. The control 
of industry in the interests of diplomatic and military exigencies, 
uncertainties of supplies of materials'and difficulties in obtaining 
labour, the new risks of communications overseas, the fluctua- 
, tions of military success in various theatrei of war, all unite 
in making any estimates of the future hazardous in’the extreme. 
Also there are influences which,are mainly psychological. The 
general attitude of the mercaijtile community in the early 
month!? of war had an, important influence upon the scale of 
production during th'e first stage of hostSities. In the sixteenth 
and seventeenth centuries there was a prevalent opinion 
(which v.'fij probably erroneous) that commerce prospered 
during war. Hence there Was enterprise and confidence, with 
fhe fteqeent result that the ill-develope’d credit system of those 
timfis was unable to .hear the double strain of financing war- 
fexpenditure and supporting an active state of industry, with 
the result that crises ensuedh In 1914 the unexpected 
declaralion of war, thp strangeness and the dread of hostilities 
upon so large a scale and t]ie almost complete absence of data 
conduced to the contrary consequence, and at the beginning 
of the'piresent struggle 'production was severely curtailed. Tht 
majority of those .directing industry contented themselves at 
that stagt by wafting upon evetats Instead of attepipting 10 
anticipate a'fid control them. The great risks of so great a war 
undeumodern ftinditions in its efi’ects upon commerce were felt 
so sti'onglyj that they tended to crush initiative. 

Scott, Joint Stock. Companies, i. pp. 



65 


The Surprises of Peace 

• 

^ The attitude of mind which I have endeavoured to interpret 
was only a first stage though an important ont. Towards the 
end of 1914, or at least early in 1915, if was succeeded by a new 
phase. Some of the most serious risks of the first weeks of war 
(such as a breakdown of credit or a general interruption of 
ocean trade) seemed to have disappeared. The circulation of 
money, disbursed by the Governgient, began to act as a stirfiultinl^ 
to trade, and a number of industries became active. Such 
activity howtver was not normal. It was cortfined to a group 
of trades, such as those* contr.acting for the Government, and 
later to others which experienced an improved^lemand through 
the increased! wages in munition areas. At this time there 
was a second danger-point* namely .the risk of speculation in 
:ommodities. Shortage and interruption of supply with rising 
prices tende^ towards a disposition to accumulate stocks, but 
this was checked by the intervention of the State, on the one 
>ide by a gradual and growing coittrol of markets and on the other 
by the institution of^xcess profits duty. Inprinciple, widespread 
Aversions both of demand and supply fcave paused ten(|;iorary 
monopolies of stocks ifi c"ertain goods, while there has also 
b^n something of a monopoly in several kinds of skill and 
ipecialiscd ability. In such cases, especially in ^leriods of 
lational crisis, it is desirable thaf the Government should 
■egulate the supply of stocks and services where Wan has 
:rcated unexpected monopolistic advant^iges for individuals. 
That regulatioj^ again acted as a distinct check upon the nascenf 
ipeculativt activity. Further, the combined difficulties of 
obtaining labour and raw materials compelled very‘many 
manufacturers to restrict themself to short views, and they 
were forced to content themselves with attempting merejy 
’to carry ^n,” rather than to frame large plan* foT the^f«*ture. 

Bxternal influences co-operated with purply meptal qualities 
n limiting and restrairTirtg aiticipations of the future. The 
ihaneej of war, the fluftuiftion* of campaigns ext?ndftig over 
such a wide area, the personal anxieties^ ari^g*out of t^e 
dangers of relatives in tlje Army, all togeyier exerted ati ii^uence 
jpon tjie f<tcdlty*of judgment. Nervous strain inevitably. 
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thougK insensibly, checks the imaginative faculty, at least 
amongst a northern race. This is not a necessary consequence, 
sometimes it is found to induce an extreme mental activity in 
which there is an element of fever and excitement. There is 
over-stimulation, and the poise of the judgment is impaired. 
As far as this war has proceeded there are few signs of the latter 
.characteristic. Generally speaking the broad effect upon 
commercial forecasts has been to emphasize the need of caution 
and a dispositioh to avoid the forming of extemive plans for 
the largely unknown conditions which will arise after the war. 
In this attitude,,of mind there appears to be an element of 
unconscious adaptation to our surroundings at the time. Stress 
of emotion—and it is only those wfio arc either sub-human or 
super-human who can view the agony of civilisation without 
passion—inevitably influences the reason and imagination, 
even to the extent of playing havoc with the measuring of 
evidence^. Thus, although the inspiration of great events may 
be missed, it seems on the whole to be wiser to restrict anticipa¬ 
tion. Commerce, industry, credit and finance for the time 
have been made subservient to tfie t.iilitary art. It is as if 
they Jiave been moved to quite a different plane from that 
upon whicn they had their being in time of peace. Thus the 
activity of mind in forecasting the future in the later stages 
of the War is not so much abnormal as* sub-normal. Psycho¬ 
logical and external conditions both tend to restrict it. No 
doubt it chafes against the r.'Straint which it feds is checking 
its power; but it seems better, for the time, to recognise the 
limits which,war creates, rather than, by ignoring these, to 
risl^, a catastrophe by neglecting all those difficulties, whether 
subjective or objective, which the circumstances of the time 
impose, 

This analysis ir only the starting-point for an approach to 
the main problem' of the present lecture, namely hovg with the 
data at present available, we are to regard the future ofxom- 
naerp; when peace Jias been re-established. In this discussion 
there^will be involved not only the forecasts of men of affairs, 
t ^ Venn, .togic 0/ Chance, p. 65. 
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but the interest of the general community. For a natioS whose 
trade was its very c.\istence, there has been ifi the past a pre¬ 
valent lack of attention to the state ot industry and commerce. 
In the present centary much thought and effort had been given to 
schemes of social betterment, and this was laudable. Qut when 
war is ended, the rapidity of recovery from its material losses 
will be very largely conditioned by the e.\tcasion and s'uctes^ 
of commerce. Since every citizen will be affected personally 
by the rate jt which that recovery takes plat'e, the underlying 
condition in the future utate of commerce will be of surpassing 
interest and importance to him. It follo^ that industrial 
and commeR'ial conditions in the first years of peace deserve 
the most careful considoFation. IJut the forecasting of the 
future is subject to quite exceptional difficulties. In iqifi and 
up to the spring’of 1917 activity of mind in tlic making of' 
well-judged anticipations may be described as sub-normal, 
partly for reasons already stated, partly too through other 
causes. The stresj of the twiics has called many of those, 
who direct industry, to the performange of gitlicr task? which 
are designed to aid thcana^ional cause, anil consequently much 
thought aftd energy must be diverted to tlicse special ^duties. 
Also, except perhaps in some of the specihcally waf ifidustries, 
the assistance of all the younger men, who filled comparatively 
responsible positions* 'has been withdrawn. As 4 fesul*, 
almost all the leadership has become concentrated in thu hands 
of the middle aged or of those wlya are older. Hence something 
of the bu«yancy and hopefulness of youth has been absent; and 
it may Be doubted if the stimulus of ^ grjat national endeavour 
can wholly make good what is wasting. • ^ 

Altogether apart from the subjective side, there are all the 
?incertainties which arise out of the sdtuatioja ifself. _ At any 
tima the imagining of the future is difficuU. E^cn in normal 
tihies the. possibilities "bf eitor are great. ’ These tiave been 
descfibed in a somewhat •Siffeient cfennection bv*Dr*Venn in 
the following terms:—“Our Jonviction generally rests i^oj^ a 
sort of chaotic ^asis composed of an infinite number ^ infer¬ 
ences jnd andlogfes of every description, and these mofeover 
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distortW by our state of feeling at the time dimmed by thj* 
degree of our recollection of them afterwards, and probably 
revived from time to time with varying force according to 
the way in which they happen to combing at the moment. 
To borrow a striking illustration from Abraham Tucker, the 
superstructure of our convictions is not so much to be compared 
to Vhe solid foundations of an ordinary building, as to the 
piles of the houses of Rotterdam jvhich rest somehow in a deep 
bed of soft mud. They bear their weight securely enough, 
but it would not be easy to point out accurately the dependence 
of the different pjrts upon one another. Directly we begin to 
think of the amount of our belief, we have to thinlf of the argu¬ 
ments by which it is produced—in fact, these arguments will 
intrude themselves without our choice. As each in turn 
flashes through the mind, it modifies the strength, of our con¬ 
viction ; we are like a person listening to the confused hubbub 
of a crowd, where there is always something arbitrary in the 
particular sound which we choose to listen to*.” If this be 
the case in ordirarj^ tiimes how much more difficult is the 
problem, when, to adapt the metaphor, ^e do not know whether 
the upheaval amongst the nations may not have caused the soft 
mud at tfie*loundation to shift? Or when there is added to the 

4 

noise^of the crowd the concussion of great guns heard in the 
fiistahceV There are few who have the power of abstraction 
and concentration which according to oije account is attributed 
{o Archimedes who is said tc have been found by a Roman 
soldier so deeply immersed in a problem that he was hot aware 
thkt Syracuse had bein stormed*. Rather one notes as more 
hum,an the tragic note in tBe postscript of a letter I received 
from_a Belgian colleague during the German advance in 1914— 
“ as I Wi^ite,” he caid, “ i hear the guns of the enemy-pand they 
seem to be cpming<nearer.” 

It is clear that estimates of thb .future are beset with excep¬ 
tional p'itfalls. Indeed It alrrfost '"Seems that in the .sjfecial 
citruitistances prediction is useless. Yet there ^reijiains a 
certaiij stiftdy optimism whic^ refuses ^to be discomfited, and 

' 4 

* 0/ fhance, pp. 66, 67.' • Plutarch, Life of Mafcellus. 
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anticipations, some of them not well informed, are* being 
ventilated with enthusiasm, and oft^n advanced by vigorous 
propaganda. It not infrequently happens either that those 
most acquainted with the circumstances offer no opinion or 
else, it may be, that two men with apparently equal oppoJtunities 
of judging reach opposite fonclusions as to the future. Thus 
there is the danger that scheme* for reconstruction—to mention 
only one instance—may be .initiated and developed by those 
who are unable to envisage possible future events in their true 
perspective. And there may be another danger also. What 
I have called the sub-normal power of anticipation will not last 
amongst the business coyamumty. When an Allied victory 
has been secured, the mainspring of'hope and enterprise which 
has been pressed down for so long, will be released, and there 
will be a di!»i)osition to c.xpect too much from the peace which ’ 
will then be inaugurated. For many years, even before the 
war, Europe had been e.\istin*g in the uneasy nightmare of 
excessive armamerfts. If, as i^ deeply to be hoped and^as may 
be expected, it seems tlud, the mcnaa'o^ rr^litarism has been 
dispersed jike an evil *lream, there will be the beginnings of 
exceedingly confident c.xpectations of what the futile h»lds for 
commerce. Then the disposition,may be to dis,count the 
coming years in toq ^iptimistic a spirit. A rebound, from 
caution is always a possibility, with the risk of expecting tob 
much with consequent, disappointment ' * , 

It seems liien that whether we wish it or not, even now, 
anticipations of the early years of peace^must be made, indeed 
arc being made; and it will not out of place to enquire^if 
either economic theory or past .e.xpericnce suggests anything 
dhat is likely to be helpful. It is perhaps easier tq deal wjth the 
mental attitude involved, negatively rather thifti positivefy in the 
fkst'instance. The natural disposition is ^ begm by framing 
schemes which are designctl to remedy some prgssigg incon¬ 
venience which has impressed *the popular imagination. This 
has alw<iys.been a common aftermath of war, and it is a necp,s5try 
element in rqcrfnptruction. Clqeely cSnnected w'itTi i*»is the 
effort,lo restore former conditions Uiiich had besnp-eplared by 
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less desirable onus during the period of hostilities. Here muvK 
will depend upon the me/.hod employed. Piecemeal views are 
strongly to be deprecated. Action in the first case may be 
unnecessary and even prejudicial, for the phenomena it is 
designecf to remedy may be such as would not in any case 
survive the end of the period of traGsition from war to peace. 
Hence the efforts to remove them are not only largely wasted but 
they set up new conditions which'in their turn ,lead to further 
effects. Or, in the second case, it is^ desirable to ascertain, 
in the first instance, whether those conditions it is proposed to 
put in the place of others are the best in the new ci{cumstances. 
It is far from being obvious that mctliods which were best in 
1914 will be equally satis'factory in the first year of peace. 
What appears to be required is a serious attempt to envisage 
social conditions or commerce, as the case may be,'with a wide 
and comprehensive outlook in ofder to discern as far as possible 
what of former practices should be retained and what should be 
replace*! by something new and better. 

Further as a nation we are largely ^dominated by phrases. 
What are called principles are often no more than catchwords. 
They rfuiy represent a point of view as long as the circumstances 
to which they are applied»rcinain fairly stable, though even 
tjiere'thj; living reality will often be found to have outgrown 
the fortnula which e.vpresscd it more or' less accurately at an 
aarlier stage. But in all'those countries #ver which the tornado 
of war has passed, the things themselves will *10 mjny cases 
have svifered great changes, and the old principles; which 
were already little more tlfaiv catchwords, will no longer apply. 
It is'once more the wasteful effort to pour new wine into the 
old bottles, when the owner of the latter wjl! probably blamet 
the potdncy of Jhe liquid- and not his own false I'conomy. 

, There is ajfab*ie of ;fulius C. Hare,whiflj exactly illustrates this 
point. ‘tOni:e upon a tirge,” he tc'Jj us, “there was a certain 
county, irf whiKh from local reastns, the land could be efivided 
in nb<-way ^o conveniently as into four-sided figures.* A'mathe- 
maticiiif, having remarked tKis, ascerfainei *tbe,laws of all 
such figures; and laid thdhi down fully and accurately* His 
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countrymen learnt to esteem him a philosopher; and ifis pre¬ 
cepts were observed religiously for ^-ears. A convulsion of 
nature at length changed the face ajid local character of the 
district: whereupon a skilful surveyor, being employed to lay 
out some fields afresh, ventured to give one of them fire sides. 
The innovation is talkt of^ universally, and is half applauded 
by some younger and bolder nwmbers of the community; tut 
a big mouthed and weighty .doctor, to set the matter at rest 
forever, quofes the authority of the above rnentioned mathe¬ 
matician, lhal fixer of agricultural positions, and grand landmark 
of posterity, who has demonstrated to the weakest apprehensions 
that a field ought never tojiavc more than four siiles: and then 
he proves to the satisfaction of all liis hearers, that a pentagon 
has more',” Heij;, difficult as it will be, the only safeguard 
will be a resolute search for the facts and a deliberate and ,it 
the same time a fairly c.xpeditious facing of the facts, when 
discovered. For it is to be rcTnendrcrcd that the resumption 
of civil life in all •its manifolTl activities wall not wait on the 
niceties of economic clasi^rication and*ra|io(»!nation, as it was 
carried or^ in the pasf. While e.xaimnation of facts should 
be thorough, to be of use, it must at the same time be 
rapid. The task is enormous; ayd, when it is reiTiembered 
how difficult the gcn^-rjl public found it to face the re.di^u s of 
the situation in the midst of tiine.^ of crisis during ifosl'ilitiel!, 
not more than a modified success can b^ ifnticipated wheil every¬ 
thing seems fim and promising idter pence has been concludecf. 

Reliance upon former principles is the resource of one type 
of mind—that wdiicli is rominonly cailedtonservative, and winch 
in reality overestimates the imQoftance of contitiiiity. J'liere 
,is the opposed attitude, which seeks and is stimulatfd •by 
variety. ■» The latter type is liable to overestiirmte the nj^gnitudo 
of the changes which wUl have been effectikl by the war and its 
conseqiic’nces. To it all things will seem to be ne\^ ;* and it will' 
be eager to try new methods^ * Here' again th^c^will be waste 
of effort, «nce, implicitly, continuity is»denied; and Jowner 
experience is^ r<;gardoii as so yinch Kimbcr. Buf e-ij^crience 
^ Guesses at Truth (^873), p. 94. 
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is vaidable, if rightly used—the problem will be to discover 
how far it is applicable^ to the new circumstances. In fine, 
from this point of view, there will be a double problem—on the 
one side to trace continuity with the past; and, on the other 
to recognise and to give due weight to the changes which will 
be inevitable. 

4 * 

. Further it is not to be expected that the war-organisation 
which has been developed during the last two years can be 
replaced immediately by the new peace-organisatibn which will 
succeed it eventually. Rather, there must be a period of 
transition. The •mere signing of a peace treaty cannot of 
itself at once recreate the normaj mechanism of ordinary 
industrial life. Demobilisation alone will take time. Also the 
restoration of the accustomed channels in, which commerce 
* was wont to flow, or the discovery of new channel-.;, cannot be 
effected without some delay. At this stage it will be necessary, 
though difficult, to believe that'it is transitory, not permanent. 
And ye^t it will be impossible td wait untif the final, normal, 
industrial life has heeji rt-established..j Here the element of time 
in all practical forecasts is of outstanSing importapce. It is 
not on.'y necessary to frame a moderately accurate forecast of 
conditions that are to come. As has been finely said, the best 
pract^^:al minds “should have ears to hejr the distant rustling 
cfi tlif'wings of Time. Most people only Gatch sight of it as it is 
flying Itway. When ft js overhead, it^darkens their view*,” 
But more than this, the valuable estimate is ast that which 
will prove right at sorne time, but which is fulfilled at a time 
that has been fixed ifi advance. It must predict what will 
happen, not In an undeterrhiged future, but m one a certain 
number of rnmiths ahea^. , 

Calchjation where the conditions will be so fluctuating and 
so uncertain seems 1.o exist onlv in the form of “a licensed 

l C • ■'ft* 

irregularity.’^ Prices, credit, currcyicy, labour and rariffs all 
together malje ^ kaleidoscope o'f,apparently baffling changes, 
Yefc’bfneath all the sautability there will be a nexue oi fixity. 
This iSf-io be sought less in external cfindiljcm^ than in the 
* Guests at Truth, p, 416. 
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broad facts of human nature. In other wcyds, those things 
that are connected with immaterial ^wealth may be expected 
to be relatively more predictable than other conditions which 
are more material. Not that the two can be disconnected 
except in analysis, since, rather, the former is the fdhndation 
of the latter. Much has be^n said and written of the matjjri^ism 
of life in the opening years of the present century, and yet it has 
been one of the paradoxes of recent months^hat, “while there 
never has been a war in which material appliances hav'e been so 
important, at the same time, it is no less truj that there never 
was one in^which immaterial wealth, and hven moral ideals, 
were so supreme*.” And^ome estimate, even if only a tentative 
one, may be formed of the more pihbable developments of the 
immaterial charaotcristics which will influence social and econo¬ 
mic changes in the first years of peace. The nation will have 
been roused from the lethargy into which it had fallen during 
the long years of fommeirial success of the Victorian era. It 
would be idle to Relieve that* the experience of the se^j^ere test 
of war will leave the iwtional char;fctjr ‘unaffected. Even 
more, wlifu the epoch-making nature of the contest is kept in. 
^view—at once the final overthrow of mediaevalism^and 4 he last 
Crusade—will it be seen to be imjiossible that therp sh'oulil be 
any complete returrv to the p^-w'flr outlook. There ig more 
than a fragment of truth in the saying that "things are.wluat 
we make them,” and,'^he process of fashioning them dependsJ;o 
no srnall^exte.st upon the spirit m which we undertake the task. 
We caa only discern dimly what it is probable that lystorians 
will emphasize, namely the m^efty of thoughts and id,eas 
which have mobilised the popiila’tions of more‘than half the 
• world and at the same time have inspired them tp face gxtrtme 
hardship^ and horrors. How is it possibl? to im.-sgune that 
after such an experiepje, the mental a^itude* of those who^ 
cor^trol and carry on conj-merce and industry wgll (je what it 
was before ? Old ways of flunking will ha\4e tgeen changed; 
and, ittmay be, will have been transform#d. There is a pdftage 
of deep sigjiifi(*uce ii? which Einersorf expresses his caaceptiou 
'•Scott, "On Repairing the Waste of ^ar’’ in 1^16. 
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of the^ English (Character. "The slow, deep English ma^ss 
smoulders with fire, whic,h at last sets all its borders in flame. 
The wrath of London has a long memory, and, in its hottest 
heat, a register and rule. Half their strength they put not 
forth. They are capable of a sublime resolution, and if hereafter 
the war, of races, often predicted ajid making itself a war of 
opinions also (a question of desftotism and liberty coming from 
Eastern Europe), should menace*civilization, these sea-kings 
may take once more to their floating castles and find a new 
home and a secojid millennium of power in their Colonies'.” 
Civilization has betn menaced, but it has been the^ men of the 
Dominions who have came in their "sya castles” to aid in saving 
the liberties of Europe. What is truly striking in Emerson’s 
tribute to the English character (and what- is even truer oi 
"British character as a whole), is the amount of strength and 
force which is held in reserve save in times of crisis. It appears 
to resemble the secret reserve of some companies which is 
carefull}^ concealed. It seems that it is impossible to use this 
hidden strength unVes^ id an extreme emergency. The demands 
of war have forced the calling out of these reserved powers of 
character, mind and strength. Indeed it is not too much to^ 
say that 'tjie e.xigencies of .the struggle luivc revealed them. 
When»the emergency is over these powwiis will not sink back 
af onfc to their previous quiescence. Ontc set m motion, their 
activity will continue,” Uiough m all p«ibability at a slowly 
diminishing rate. Reh'rcnce has also been madf^o the antici¬ 
pated acceleration of inyention and improvements in commercial 
methods generally, whic*n, a*, they come to fruition, will increase 
the pii)ductivi\;y of industry.' • 

, Thefe arc a]l importaiyt elements in forecasting the character « 

* and dim'ensions of*industry when it is resumed under^l peace- 
organisation, and tyfey are almost^ cnjifely favourable. But; 
*at the san^e'tipie, it must be fully retf^gnised that there are ^Iso 
tendencies implii^tly contained in Ihe state of hostilities frhich 
may^;.\ercise an unfav«urable influence, and to that extenfwould 
neutrali#*, and, it might tven b*, counterftalancS thjse already 
English Trails' "Essay on Character." 
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dj:scribed. The quickened mental apprehension which usually 
follows a great war cannot be confinei^to the removing of social 
and industrial functions which have survived their usefulness. 
It is at once critical and constructive. And the criticism is 
applied widely. Thus there is at least the danger thufmethods 
and institutions may be displaced in favour of other^ wjiich 
prove in the end to be not Hfcttcr but worse. And so, while 
there is gain in the hastening of improvements and reforms 
which woulS otherwise^ have been long delayed; at the same 
time, there is all the wasted effort of the failures which result 
from overdriving the chariot of reform. That there will be 
such mistakes is inevitijble; but, balancing gains against 
losses, it may be e.vpected with a Considerable degree of con¬ 
fidence that the fi«al advantage will lie on the side of the former. 
This shows'the remarkable contrast m the consequences ol war* 
upon material wealth and immaterial wealth respectively. 
The amount of pi^itive destruction and the disorginisation of 
production make i‘t probable fhat the best that can be^xpected 
is that, after the re-est,'»blishment of* iiprrBal conditions, the 
total annual production of goods (that is, what is called "tha 
_real national income”) will not be less than it wasymm«diatelv 
before the war. In other words,»all the increase jn ftatioiial 
wealth which would lu>ve taken place, if there had been ijo war, 
has been lost. On the other hand, there is at least a chance, 
indeed it might be s;id A fair degreo iff probability, fhat t^ie 
growth of iniiSatcria! wealth of'the kind just described will lie 
accelewited and not checked by the fa(;,t that a war lips talyyi 
place. If this be so, it may Jie*ex[ 5 ected that ultimately, 
though after some delay, this .improvement w*ill reach in a 
• favourable manner upon material wealth also. 

It wSuld be idle to ignore the comparafivciy se»ibus risks 
of renewed disorganisijtjon ^of commerce f.ven After peace has 
be^ restored. It is exceedingly difficutt to forin jn opinion 
as td* what will be the finpl effect of the ;ua’i upon credit. 
During hostilities confidence and the discounting of thi^ flfture 
has been sjib-fiormal.* But when pe.lce is in sight ihere. is 
possibility of a wave of optimism inTiusiness, which will iemand 
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more of the future than the existing conditions will admit. 
In this case it is possible that credit might be overstrained, 
and a crisis would result which would be followed by depression. 
Again, if that danger-point were safely passed, another would 
be reached a few years after peace had been concluded. At 
first people may act cautiously an4 exercise great discretion. 
Xheir expectations would be •comparatively moderate, and 
these would be fulfilled. Gradually, as time went on, boldness 
would succeed caution, and the scale of enterprise would be 
extended rapidly. But soon there would be cause for alarm, 
since the scarcity of capital at that stage might easily precipitate 
a crisis. Much of the employment gf capital in the first two 
or three years after peace 'must be in uses which will yield a 
very slow return, such as the building of houses or the making 
’of the more durable instruments of production, as for instance, 
ships. New capital will be scarce in any case, and much of 
that which must be first employed after tjie war, will have 
brought^ in very small returns two or three years after peace. 
But if, at that time, many and exte,’isive schemes have been 
launched, they will have pledged themselves, in eifcc|, to raise 
capital which will not be available to the extent required; and 
this would,impose a strain jipon credit which it might not be 
able tp bear. . , 

Another possible cause of a dislocation of industry when 
the war is over would be the occurren/;e of widespread and 
protracted labour disputes. Since the labour position during 
the war has been far from clear, it is all the more diffi/:ult to 
speak of that which is like’y to follow it. At the outbreak of 
war a.number'of important wages-disputes appeared to be im¬ 
minent. These were dealt with, in the first instance, by the 
endeavour to postpone discussion during the conduce of hos¬ 
tilities. The length of time over which the war extended as wel' 
as other caries made it appear desij;able to attempt 10 make 
some readjustments of rates of wgges and occasionally of con- 
ditiffAs.of employmentovhile the struggle still continued. Though 
there hrwe been a number of disquieting incidents^on the whole 
a considerable degree of success has been attained, and this 
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suggests a measure of hope for the future. We are perhaps 
alittle too prone to regard friction in the fixing of wages as a 
phenomenon apart from others whichl:o-exist with it. General 
conditions, as weH as the attitude of mind of employers and 
employed are exceedingly important. During the war bpth sides 
should have begun to learn that there is a patriotism in dailv 
work as well as in other fype^ of national service, Tfife iTeed 
for this will not cease when the war ends, for larger and more 
efficient production will be required to help in making good 
some of the losses. Msreover the sharing in common dangers 
has united all classes of the community t;f a much greater 
extent thaif had been the case in recent years. To regard 
serious labour disputes as inevitablc^s a gloomy prognostication 
which in effect presupposes a permanent imperfection in the 
industrial system. Disputes involve colossal economic waste, 
and it is a question if the nation will be able to afford them. 
The question of confining causes of disputes and,eventually 
perhaps removing.'them altogether, is one of the most serious 
problems with which the industry jf th* future ft faced. 
Hitherto, perhaps, toc» much dependencJ has been placed on 
the mere mechanism of prevention and too little u^on tTe 
•attitude of the parties to each other. To borrow»a metaphor 
from medicine, preventative rather than curative measures are 
required. If the chief causes of friction could be first i^latiJd 
and later rendered innocuous much gpod would have'been 
accomplished. If the* new spirit of harmony and seriousness 
is rightly directed immediately upon the close of hostilities, 
the way would at least be prepared ^or further progress'. Affer 
the orgy of strife which has devastated some of the fairest laifds 
of Europe, there will follow a time of calm, which should be ta^en 
advantage of to the fullest extbnt in*order fo establish' better 
relations at home in our industry as weil as iptcrnationally. 
The wa» has given us’ tvhat social reform'ers hav? longed for" 
vaifll^ during the last haff-century, namely the (^pdltunity of 
makingi a^fresh start as far'as that is p^ossibTe. If we fjjl to 
take advantage of it,,there will^ be a tragic waste tif han'-e 
which occufs'only once in several gijnerations. 
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Just two hundred years ago Nicholas Rowe—then poet 
laureate—wrote Vwo odes upon Peace. While his verses leave 
something to be desired ^s poetry, there is much in the senti¬ 
ments which he expressed that fits the times upon which we may 
soon hope to enter. 

Our passions, like the seasons, turn; 

And now we laugh, <and now wc mourn. 

Britannia late oppressed with dread, 

Hung'her declining drooping head: , 

A better visage now she wears. 

And now at once she quits her fears: 

Strife ►and war no more she knows, 

Rebel sons nor foreign foes. 

Safe beneath her mighty'master 
In security she sits, 

Plants her loose foundations faste>r, 

And her sorrows past forgets. 

And in his Oic to Peace in L7 i8 he continues: 

( ^ 

t 

Thou fairest, sweetest dauf^htcr of the‘skies, 

Indulgent, <gentlq, life-restoring Peace! 

With what aiK.picious beauties'd<^t thou rise, 

And Britain's new revolving Janus bless! 

Awake the golden lyre 
Ye Heliconian^choir! 

Swell every note still higher. 

And melody inspire 
At heaven and earth’s desirb. 

Hark, how the sounds agre^r 
With due complacency! 

Sweet Peace! it is all by thee, 

Fot thoi( art. harmony. 

Tfie hope that the comin"g peace will bring harmony at 
home'i^ well'as abroad ^vvill be an inspiration in thc^ reconsti¬ 
tuting of industry after the war. Though difficult, it should 
not prove impossible; rather thft very difficulty of ,the task 
should be« onfy a spur to opr best endeavours. And so one oees 
the^ossibility df a more contented and harmonious industry, 
which^nay.be in itself a portion of the compensation for some 
of the Sacrifices of the natiqn,^ 
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To sum up, it seems to me that tliere can be np single 
forecast of the future of commerce and ind^istry in the first 
years of the peace. The factors whirh will determine its state 
are numerous, anfl much will depend upon the momentum of 
each at any given moment. No doubt there will be many 
surprises, just as there have been during the time of war. But, 
as regards the general character of trade at tliat tima, Wiese 
need not be unpleasant ones, provided our expectations a*re 
not too gregt. If the positiJn be faced with courage and tact, 
it seems that there is, little to fear and much to hope. By 
diverting only a part of the determination wliich has been 
shown on the battlefield, to the arts of peace, very great things 
can be accomplished. Thus the first need of peace will be to 
direct the new national spirit to industry and to utilise it to the 
full. French strdtegists have a phrase—“the exploiting of a, 
victory’’—in the sense of secuiing the full consequences of a 
successful operation. The trup exploitation of our victory in 
the world-war wilVbe the secjiring for the peaceful pursuits of 
commerce all that is valuable in the lessons which o«r people 
have been learning dupnf; the time of vv ir. 
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The question of saving received much attention during the 
greater part of the year iQi6, and will beconte more prominent 
in the concluding stages of the war. It is, or should be, now 
unnecessary to add another to the»many exhortations which 
were addressed to the attention of a reluctant public. Rather 
than this it is proposed to attempt to develop some underlying 
conditions which appear to me to be fundamental in relation both 
to the present positjpn and also ft) that which may be ixpected to 
• arise in the years of peace. Tfie latter is particularly important 
in its possible reactions upon the provi‘«ou of capital for recon¬ 
struction tp which attefition has already lieen directed. ^ , 
Tlfeoretically, the Government oi a country, which is digaged 
in a war which is vital to its national existence, has^he right of 
demanding the service pf all its subjects and of requisitioning 
all their wealth. But, in regard to the latter there are certain 
practical difliculties to the obtaining,eft the whole clrnin^s 
and liquid wealth of all the 'people. Naturally the civil 
populatjon must be allowed to subsist, ^and the sum ^or sub¬ 
sistence would vary according to tht siz,h of tlM: family. Also 
it would be in the interest of tt;e “State that the* efheieivy of 
^11 kinds of workers should be at least rrpaintained aijd, if pqj^iWe, 
even inerfased, but the amount necessary fof efficiency would 
var5'"according to the class of work to«bc dolje. Again, there are 
sums available for the service of the Stafe whiclpcould ijever 
be obtained by the tax-ga\hcjer, but'which wi^i lent to the 
Governnaeni voluntarily upon a sufficiegt inducement^IMng 
offered. Thu% tfie,abstract theoretical •position encountgrs tl.; 
practical administrative difficulty^' namely thap the *State 
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requires immense resources to be obtained rapidly and with 
the least possible diversion of workers from more urgent kinds 
of natiqpial service to act as revenue officials. Accordingly, 
a method has been adopted which aims a{ obtaining a large 
amount'by taxation and the remainder by loan, 

.Dqring a great war the importance of adequate financial 
resources cannot possibly be overestimated. Where, as in the 
case of the Grand Alliance, many nations are fighting together, 
the resources of which in wealth differ widely, a decisive success 
will be largely copditioned by the richer nations in the combina¬ 
tion being able tb supply the needs of those countries whose 
resources are less developed. Th^ keeping open of trade- 
routes has enabled the Allies to employ the labour of a very 
great part of the neutral world in manufacturing for them. 
But this has involved the payment of the foreign producers, 
and that again demands that the British Government should 
have adeq'uate supplies for thfs and otherjjurposes. 

The,mechanism of war finance is intricate, but its broader 
aspects can be eakily gfasped—if only one starts with the right 
.p-mt of view. The national income *has been estimated by 
somcrsiutisticians as exceeding ;f3,ooo millions per anrfum in 
jgi6. ' Ovs'ing to the rapid rise in prices this figure is un¬ 
certain;, but, even if it be accepted,a,s a convenient round 
number, it has to be remembered that, expenditure in 1917- 
^8 may exceed millions. Witl}, the tendency towards 

rising prices, it would not be'possible to maintain the popula- 
-tion upon the ,balance of the aggregate income ff gll war- 
expenditure had been tafken by way of tax and loan; and 
accordingly It has been nece.ssary to draw upon our accumu- 
la'iediwealtli, by the s:de of investments to foreign countries, 
But there can be'little doubt that too great an amount of these 
has been disposed W, owing to too little having been prot'idyd 
by way pf V'x and loan, particul:y,ly by the former.' Foreign 
investments,have been ealuablq in'the past in aiding us in 
paying, for our impo'-ts, and in placing us in the»pof.ition of 
exporting such goods as we produced aba great Relative advan¬ 
tage.* If wf sell too man^'of our foreign investments iq order 



85 


Saving^ and the ^dtandard of Life 

to^ finance the war, wo are in danger of being left at a con¬ 
siderable disadvantage in the early ^ears of peace in being 
compelled to produce exports in order to pay for our imports, 
which exports may be produced under much less favourable 
conditions of comparative cost. The fact that much of our 
presenf war-expendifure cqpsisfs of disbursements upon«behalf 
of the Dominions and Allies, foi*which we shall receive securities 
later, affords some measure of the extent to w'jiich we can afford 
to sell foreign investments. If those sales do not exceed the 
amount lent to the Dominions and Allies, the trjnsaction becomes 
in effect an exchange of external investments, and to that extent, 
within certain narrow limits, we shall eventually be no better 
or no worse off. But, if, on fM; ofhor hand, such sales 
exceed fhe sums Icnf, then pro tanto our position after the war 
would suffer. And to the degree that this exists, saving has 
proved deficient; while, if saving had been sufiicienfly great 
to leave us a surplus upon wliat has been descriTaed as the 
exchange of foreign investments, to that extent the ^arrest of 
our progress in overseas t»ade during fBc^ar, which may show 
itself in tiie first years of peace, would be proportionair-'y 
counteracted. , .* "■ 

Moreover the situation must beconsidered in relation to the 
demand for commodUics. The exisfence of the luigj ftpveig- 
mental demand (w'hieh is represented quantitatively hy the 
immense war-expendit^ire) is in effect* flie call for goods aqd 
services which ,\^e required for the efficient prosecution of war. 
To a large extent this is a new demand. Therefore it is necessary 
that the command over goods anclsdvices, whieh is represented 
by income, should be diverted from personal cxpenditui^ and 
• transferred fo the State. Any civiliaademand tliat is in.exccss 
of that rlquired for efficiency is, ,in effeef, tfic employment of 
labour for non-essentiai^emls,—and.'wha^t.is mdre important,^ 
the ^diversion of commodjties and services from rfhq, foroes to 
purpoites which are useless fr®m the standpoint o^ the national 
interest? ?n view of the necessity of the^times, it fyllow^hat, 
if the patriqtisrti ef tfle counti^’ d^es not suffice to efftet the 
necesjary diversion voluntaiily, it must be made wqjpufeorily. 
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more especially since, in the later stages of the war, the supp,ly 
both of labour and comipodities will not suffice for any non- 
essential consumption. 

The movement towards a great increase in saving has been 
weakened and distracted by much suppressed recrimination 
betwevi different classes of the community. Each section of 
the people sees with lynx-eyed clearness the real or alleged 
extravagances of, another section, while it ignores its own. 
Neither knows nor cares to know of any, new sacrifices the other 
may have made, What is required is a uniform standard, 
and then for each' person to forget that " after-ypu ” attitude 
of politeness as regards war-savings, ,and perform his own part. 
The standard which the tifhes demand is not difficult to define, 
however hard it may be to attain it in practice. Like other 
luxuries, that of idle able-bodied workers of any class must (je 
dispensed with, and a war of the magnitude of this one requires 
the co-operated efforts of all, whether the work be paid or unpaid. 
In any .estimate of the national strength voluntary labour, 
whether in the care of the wounded or in ether directions which 
■WL'.'sase the efficiency of the forces, must be included; indeed 
in th(rfiast,,and never more than in the present, such public 
service has been one of thc^glories of the country. For these 
cqid c^th^r workers of all kinds the standard of expenditure 
which the circumstances ordain is that which will maintain 
their respective efficiencies in the dutief they are called upon 
to perform, while all the remainder should be/bande^l over to 
‘the State, either in taxation or as a loan. Even if efficiency 
be, interpreted In no narrfiw, sense (since, in order to obtain 
the tA:st results in invention ,and ideas, a liberal expenditure 
upon ‘the worker is necassary) this ' may seem a hard saying, • 
but in rehlity it is'the course .which prudence requires. That a 
.decisive and barly Jvictoty sh,ill ,be pbtained it is wisest to 
mobilise f>urrresourccs for a war ®f.,indefinite duration. .The 
Germans and-etlen some of our f wn unimaginative pessimists 
have entiejpated an'early exhaustion oof our resflurdes—the 
formei*with glee and the laJter'A'ith a siilking heact.. From the 
begimflng, of the war I have never doubted that we tcould 
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furnish the necessary supplies (provided these are Sdmini- 
stered with reasonable economy), not only to the longest date 
to which the war could possibly be protracted but even beyond 
that date. Statistics show that this can be done and to doubt 
that it will be done is to assume that the country values money 
more than life, that men will risk their lives in battle but that 
they will not draw upon their tank balances. The fact of oyr 
financial endurance may be,enough from the financial point 
of view, but* it is not enough from that of wider national in¬ 
terests. If we so organise ourselves now that it will prove 
beyond the possibility of doubt that we possess the most ample 
financial staying power, this will show the enemy that there is 
no reasonable chance of his being rided towards a decision by 
our financial exhaustion; and thus peace will be brought 
nearer, in part by the adequacy of the .supplies so placed at 
the disposal of the Grand Alliance, in part by the frustration 
of the hopes of th^r enemies. • • 

A comparison*of the dertiands of the situation with the 
actual amount of saving ^ay at first tjccasiiSn a feelin’g of keen 
disappointment in thefmind of the superficial observer. JThe 
need‘for conserving our resources for purposes of the.ti^r was 
only recognised slowly and p.arti^lly. But we iftivh to take 
our people as we find,yiem, and few of their friends could claim 
for them that they are exceptionally gifted with imflgifiatirfh. 
Indeed their general attitude in this i^apect has been A strong 
proof of their oacific' character, and a pathetic instance "to 
devotion *to th^old ways of peace. At the beginning of the 
war it seemed that the peaceful pjogress of yie Victorian era 
had been dissolved in the battle {haos of Arm.ageddon.^and it 
was little wonder that men and wom^n clung to the ideal,of.the 
ordered English home as a small oasis of peace in a workl at war. 

It would not be just to^charge the na^on during the early 
months'of the war wlth’a jjeglect of its dbty'and^^iuterest, Wff" 
can stee now that the Press,.and r(^ponsible^pu|)lic*men were 
too optimistic. There, appears to have^reen a most fiPjadged 
economy of trntlj when it wa^^feared'it would be unp^ilatnh''■ 
to t{ie general public. War up^n the present^ scalq, was a 
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wholly new experience, and our ru/ers seem to iiave misjudged 
the fortitude of the people. Therefore the historian of the 
inance of the Great War will be well advised to estimate the 
tnancial sacrifices of the nation in 1914 anti 1915, not in the 
light oi his own knowledge ot the naval and military situation, 
hut in that afforded hy the information then available, 'Nfore- 
oyer, the whole drift of the o-pinion which had been formed 
upon the basis of these data was.in favour oi an early peace, 
and the expenditure vvas slow' in working towards ifs mdximuw. 

T/ius .1/1 tlt<^ jKjpu/iir iiiihi .itioii -4 rail< <l'u> <;jiij>li.i.sizc tliv ^'rcat 
need, even then, fin the of rig(irou.s personal economy. 

Every week during which the public was lulled in a false financial 
security was creating new difficulties for the future; since, 
before long, profits and wages in war-industries began to in¬ 
crease, and those who received them soon entered upon 
enlarged scales of expenditure, thus diverting labour from war 
needs to tlfe production of thing's which weje not necessary. 

It is true that the teaching of history should ha\'e warned 
us that the war rtiust involve a treyiendous financial strain, 
and that it was neglecting one of our grifat assets nof to adjust 
personaEiOxpenditures so as to leave a surplus available towards 
meeting ft ffs soon as possible. But few find in the past any 
guidan^cc for the present, nor were thci;e,any tp listen to the 
warnings'of those who pointed out that unproductive consump¬ 
tion of 'wealth in war fa{eshadowed scarcity in the future. 

* For these and otiier reasons the universal Rational saving 
».which was needed waspilow in starting; and, even at the end 
of 1916, there WQge many whose income afforded them a surplus 
beyoinJ the amount required Jo maintain their efficiency who 
had mjt ev'cn begun to ^save. StilU when one considers the , 
whole sif^iation and while it must be admitted that'amongst 
very large sections ctf the popuLatioji saying was very far from 
'being upon a'l^adequafe scale, there js tfiis to be said in Explana¬ 
tion, namely t,hatt^economy'to the f,xteht required would involve 
something of a revolu1v,on in accepted standards of Iwing. For 
many j^ears" past the tetidency*had bee* tojvavds^ raising the 
standard, an;! this was a sfow process. It was one in ^hich 
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the community, in the shape of a certain i^Iass or a certain 
street in a suburb, acted upon the indn’iduai, and the individual 
in his turn reacted upon the community, but both influences 
had been towards an asccrvdmg scatc. growing graduaWy by 
successive accretions. Thus t\\e desires which wore satisfied 
in the spending oi incomj bad bexomc wetded toget%r in a 
system in what may be described as superimposed strata.of 
which the lower were regaridcd as relatively solid and lixed 

77?e marginal calculus^was applied rather to the upper strata, 
usually in the choice'.mongst cilternatlve, additms to the 

previous desires, sometimes in the siibstitufion of a new satis¬ 
faction for a previous one which for some reason was abandoned. 
It follows that the quantity of savftig wliicli is reipiisite under 
war conditions introduced a new factor winch involved a re¬ 
vision of the whole system of expenditure The would-be saver 
would have required to dig down to strata of his desires which 
he had accepted 4?r long as a* fixed part of his lit?' and select 
some of these wfiich could no longer be satisfied. ^ I'lirther, 
in the economic life, fiabit effects a #[)c^cie? of incrustation of 
desire. We have found by sad exjierience how often the ijftpes 
which we cherish in making our purchases deceive usr'.'wd the 
gratification of a new desire is more or less on its, trial. We 
watch it and weigh .the result against the expenditure which 
the gratification ef the desire has involved; and if it passes 
this test, it comes in.time to be taW'il more and more ujicin 
trust; and whe^ the habit is orlce well established, unless there 
is a considerable alteration in the amiiunt of the inepme, this 
desire is not scrutinised in the jstrtnation of *he utilities fi;om 
our purchases. In this w.iy luibit becomes a kind of Biental, 
labour-saving device. 

The progre.ss of economy wi]l have the*effect orbreaking 
through the incrustatigp pf.former habits pf eoiflparativcly free 
spejiding; and, in time, #ew habits wilf be forrsed^whieh itilT 
be b*ed upon a more Spartjn regime of life. ,»P«e-war systems 
of desifes were first broken up, and then»gradually je-oijfriised. 
The desire ,f»r'n»tioiftiI securify l^d *been satisfied berfore me 
war at a comparatively low cost and that too tlnjost* uncon- 
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sciously, since njost of the expenditure upon it was taken 
from individuals by means of taxation which later cxpeiience 
has shown to have been upon a moderate scale. The war has 
transformed this desire from being unimporfant to one of the 
greatest moment; and, instead of being only dimly recognised, 
it has i\ow come most insistently into consciousness. The duty 
of. the citizen is no longer discha^'ged by providing his quota of 
taxation, but the needs of the time compel him to give his 
personal service, and in cases where there is a surplus of income 
after satisfying hjs immediate necessities to lend liberally to 
the State. It follows that a radical change—almost^a revolution 
—has been effected in the system of desires. First the income 
will frequently be reduced‘by increased taxation. War prices 
alone would involve very considerable readjustments in the 
satisfaction of necessary wants. Scarcity of commodities in the 
later stages of the war, added to a high level of taxation, will 
force econohiy. Some things cannot be purchased, while the 
consumer of others is rationed. 'I'hns old sfandards of living 
are no longer poifsible.' The systems of desires have been 
broit^on up, and they will only gradually reconstruct tjiemselves 
upon •-new and lower standard. In fact the concomitartts of 
war hake ac*ted as a solvent of habits of expenditure for the" 
majority of the nation in a manner whioli.has not been known 
for centuries. . ,. 

^ This is the inevitable necessity of tjie psvchology of war 
finance. But a revolution in the system's of (teire of a whole 
-nation cannot fail to have noteworthy effecis in tl*e future. 
Voluntarily or i»voluntarily tjie war is forcing the formation 
of habits of economy. From the,financial standpoint there is little 
differetice how.the result i.s^rcached.sofong as the resources which t 
are requir'd are in'dact obtained : but from that of the*luture of 
^lommerce andMndusJtry the meWiodjOf economy is of surpassing 
importance. .The conserving of national strength by sailing 
is a conceptiou r^jiich docs not apppal to the minds of those whb 
have *ei,ther ^been brought up in a conterppt of niggardlmess or 
who hai'e been nourished op vigue but ^ittgr hostility to the 
absfraation wihich they term '‘Capitalism.” Upon'such weaker 
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brethren economy has to be enforced either,by governmental 
control of certain commodities, or by^ proliibition of them or by 
high taxation of luxuries which in extreme cases may become 
penal. We have no experience of the manner in which the in¬ 
voluntary economy, which measures of this type will enforce, will 
eventually react upon the standard of life. All that is .possible 
is to reason as to the probaffle effect from general principles. 
The first and natural conclusion would no doubt be that the 
removal of forced economy will promote a reaction and that, 
when restraint upon purchases of commoditjps is removed, the 
tendency w^ll be for the great mass of the public to indemnify 
themselves for their previous enforced abstinence by making 
very much larger, if not excessive? purchases. But there are 
other factors which, though involving several uncertainties at 
present, tend to limit, if not to counteract, this forecast. It 
assumes that the system of desires after the war will remain 
the same as that t.efore it. lliis is improbable. In the house¬ 
hold expenditure of all classes, save the very poorcst^thcre was 
great waste. The peri(xl of scarcity*w|Jl constitute a time of 
compulsory training m domestic economy; and, for a.^'me, 
the fruits of this hard teaching in the school of expenCijce will 
remain. Then again the standard of life for eacl^ class must 
inevitably be changed, and just as it established itselU.upoy a 
lower scale with painful slowness, so, when the pressing need 
for war economy is over, it will movnln the reverse direction 
with considerable deliberateness. Standards of life possess a 
remarkable inertia and seem incapabloiof rapid change. Also,” 
if the ]ttriod of economy is moiierfflcly protnfctcd, the forep of 
the formation of new habits myst be allowed for. It was this 
> characteristic which dela/ed the fruits of war saving; bnt hnce 
the deaS weight of habit has bepn overcomfi, new haTaits begin 
to form in a regime of f^Qiiiiimy*, anittheseyigam? once they Ifaa^e 
befome established, tend^o persist.For these seaijpns, at nlay 
be inferred that even involuntary economy* will have some 
degree'of'persistence.. Nor is this result in any d^re^i^tiated 
by the coijimbny expressed i»onsplat*ion that sacrificaB of me 
kini descrited are only "for the* duiation of tl«e yargi' This 
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is one of those devices by which human nature solaces itself 
when forced to make an abrupt transition which as a rule it 
detests. There is always a revulsion from the unknown, but 
when the unknown has become not merely the known but the 
usual, there is the same disinclination towards change in personal 
habits. ^ The economies which people first loathed are found 
after a time to become less distasteful and later they have 
become entwined with the accepted environment, eventually 
forming a recognised part of it. 

Where economy is voluntary the case is clearer. In many 
classes much of the fare-war expenditure was not wille^ explicitly. 

It was rather ordained by the conventional standard of life of 
that class. Not infrequently the war has revealed that these 
standards were wasteful in themselves and th.ai the satisfactions 
they yielded were vastly overrated. Often they were accepted 
because people had nothing with which to compare them. 
Now the op’portunity has arisen to contrast, the old standard 
with a new and modified one; and, in tcrhis of utility, the 
comparison has no^ been found to favour the former. The 
gro\^h of indolence and the pursuit of* enjoyment ,in recent 
years U-av^ had the effect of causing the neglect of many of the 
old houtjciiolfl economies. It is still not uncommon to see 
elderly jieople who in their youth were the younger members 
of families which had boon brought up during the “hungry 
forties” ' exercising miifiarous small eco^iomifs, such as the 
making of paper spills to save'matches. The^'.ontinuance of 
-these practices through t;vo whole generations shows the remark¬ 
able persistence «f habit. In addition to this influence, there 
, are others which will operate in fhe same direction. During the 
, war‘th9^mutabjlity of hunyan affairs has been dramatically im- . 
* pressed uj)£)n everyone. But, fortunately for us, the iAcreased 
uncertainty hasmevei^ been so extrenje that it has given grounds 
Ibr’anyonc to^ielieve that the Fate,^ were implacably hostile 
to him. Thus,it«piay be expecteddhat there will be a greater 
disposMpn to effect sa,vings in order to- provide agairtJt the 
future. fMany of the conVenjionB which We inherited from the 
nineteenth century have beef! dissolved in the smoke of ivar, 
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and it may be anticipated that some of them will return no 
rfore. To some extent the new world of the first years of peace 
will be full of surprises and risks, fbr which it is prudent to 
provide. And to* do this will involve the continuance of the. 
saving habits of the war for a number of years after it is ended. 

These various lines of thought suggest the general con¬ 
clusion that a proportion’of specific war saving will continue 
for some years after peace. Jf this conclusion be well founded, 
it affords fery considerable help towards’the solution of a 
difficult problem whidli is otherwise perplexing. It aiijiears 
that the need for capital, when peace hasiSeen made, will be 
exceedingly* great. Modern military operations result in a 
wholesale destruction of buildings ^nd plant in many regions 
where serious operations have taken place. In addition, the 
detestable German method of laying waste the towns, villages 
and even the orchards from which they have been compelled to 
retreat will involve a very greJ(t outlay of capital ir»restoration. 
Shipping has sul'nired, not flnly by the sinking of vessels by 
submarines, but also through the ardijous iiature of fhe service 
required from such lAaft as have been* used as auxiliaries to 
the fleet or as transports. Repairs and extensions of‘puiTdings 

* and plant have been postponed in many cases. Sue'* nilw.savings, 
as have been made by belligerent nations during th*e war, were 
employed in aiding tjie financing of their great war-ej^eftditifre, 
and thus none of them ’has been able, to provide capital (as 
several of them had^een in \he habit of doing in the plist) 
for the dhvelop.*ent of new countries which have hitherto been, 
dependent upon nations with gieat stores^ of accumulated 
wealth for the provision of the farger and more tostly iijiprbve- 

, ments, such as railway^, harlioiir facilities and ma^qliinery. 
Hence these new countries have been conjpellcd t« postpone 
mdny plans for proposed,, wqrks .which® had .been apprqved 
before 'the war. Thu?, 'if capita! is left’free to'-seek its l^fP 

• marljet after the peace* thjsc cotPntrics wili complete keenly 
for it.witji the home demand for the^ prosecution of ielayed 
repairs, anc^ both o4 these ajain^ with what wilf be ^an e-. .n 
mor^ ufge*flt need, naniAy the* restoration o^ the ^aterial 
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destrucfion of war in the restoring of ruined buildings, the 
replacing of injured plant and the construction of new shippisg 
to make good the loss of that which has been sunk. It is clear 
that the proportion of the National Dividend saved before the 
war in Great Britain would be far from sufficient to meet the 
claims upon it, more particularly when it is remembered that, 
unless {he desire for accumulation is'increased, the higher scale 
of taxation after the war (which will be necessary to pay 
interest upon the immense war debt) would tendtto diminish 
the surplus from which savings would be made. Here then we 
are face to face vvi^h one of the vital factors which will aid in 
determining the rate at which the material losses of'che war will 
be repaired. And delay trends to be cumulative in its pre¬ 
judicial effects; since an improvement, postponed through 
scarcity of capital, bars the way to other subsequent develop¬ 
ments which depend upon it. In fact, in this respect, the war 
has had tliq.effect of intensifying conditions which had already 
begun to show themselves. For .the dccadl. prior to the war 
capital wt.s becomyig less abundant. For this there were two 
main reasons. After'a long period dudng which there had 
been no. expensive wars, there came within a short spacf the 
Chino-J.apanfse, the Italo-Abyssinian, the Graeco-Turkish, the. 
Russo-Japanese, the South African and both the Balkan wars. 
W'/thirr' this period also rapid progress 'was being made in 
the coni'truction of large works and factories in a number of 
countries which were far from being int a position to supply 
their own needs for capital. Hence it is not dij'icult to imagine 
the reasons which have'ied many observers to predict a famine 
of Capital whep the great new demands for it are superimposed 
upo;i those which existed in 1914. But reflection should con¬ 
vince us that famine is too'strong a word to employ to,describe 
the situation which njay be expected to arise. To some extent 
4hp war generated compensations for!ts c wn destruction... Some 
of the expe.iditure has gone to provuVe new factories and plknt 
to increase the oiitput of munitions and other supplies. In so 
far as these'instruments^,of production can be adapted to the 
making of commodities which are in , demand'in time of peace, 

r. 
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to that extent the return of peace will find a nuAiber of 
irfdustries both more fully and more adequately equipped than 
they were prior to the war. It is trae that the distribution of 
capital in industrj^during the war has been imperfect when con¬ 
sidered in relation to the requirements of peace. From that 
point of view some industries will have too much capital in 
fixed plant and buildings, and ^others will have too little? Then 
in another direction war-expenditure has not been all loss. 
Neutrals who have been supplying belligerents with food, 
munitions and other saipplies have increased their trade, and 
they have been adding to their capital a^'an increased rate 
during the progress of hostilities. Hence it follows that onfi 
or two which were already lending jiatioiis in iqij will be able 
to add to their annual exports of capital, if they desire to do so. 
Others, which had been formerly borrowing nations, will be in 
a position to supply a larger proportion of their future needs lor 
capital, but it is probable that sot many will be trar«ferred from 
the class of debto^? to that di creditor, countries, 

• When all is said it remains true that, if»tliese grc«lm(ts only 
be taken into consiieration, capital •could be exceedingly 
scarge. Granting that neutrals will be so situated tharthey 
•will have more to invest and that the war itself will have over¬ 
capitalised a few industries, there remain aJI the needs of making 
good war’s destruction and postponed improvemeifts'dn fhe 
belligerent countries and-of meeting the, balance of thexlemand 
of new countriS? lifis in this, connection that several of’ihe 
British Kominii jjs are in danger of being great sufferers. Their _ 
exceedingly patriotic contributions of men and money have 
placed them at a serious dis?lflvantage as contrasted with 
neutral nations which were in 'an approximately similar stage 
of econjimic development. TherefoVe, unless the dominions 
caa obtain capital to overtake a’part of the arrears of devel,op- 
ment they are liable tft.Tihd their progre’ss arrested and tljp^l* 
rel'ative position as prockftiers to have deterionited ifc compared 
with’the Argentine. But it is fortunate th^t ^liere is^ way 
of escape froqi this ^’uggestion, not indeed of stignitfion b”t 
of seriously^rrested growth. Th^re remains the onssibility of 
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increase saving being continued for a considerable period after 
the end of tbe war. " For the duration of the war ” was acceptSd 
as a species of Abracadabra which postponed, if it did not solve, 
all our most pressing difficulties. But no economic difficulty 
can be placed in cold storage, in the sense that it remains fixed 
and immobile till it is brought back to the outer air. The 
insistent call made by the neqls 6 i mankind always causes 
'efforts to be put forth to satisfy them, and, if one type of want 
is suppressed (though this is often difficult), other new wants 
arise to take its place. Thus when the factors, which had been 
withdrawn, arc r&tored to the world of industry, it is found 
to be changed. It follows that there will be few cases in which 
economic conditions have been postpCned for the period of the 
war where they can be restored in their fornier environment; 
while they have been held in abeyance, their former environment 
has been changing. In the special case of accumulation, war 
saving has been slowly forcing c revision of standards of life, 
and experience begins to show tltat this fundamental revision 
has reveafed prospects of a less complex scale of living. More¬ 
over the formation of'hew habits of saving, once they are well 
estabfisfied, will have a tendency to persist. The inertia of 
social custort:s is both exceedingly great and protracted. The' 
driving force of the necessities of war was at first—at least in 
ajfjrearhntte—broken against this powerful' resistance. But as 
the war progressed, gradually, though with painful slowness and 
with exasperating deliberateness, the ma^s of habit and custom 
, began slowly to- change, and that change itcelf will become 
fixed with a marked tendency to persist. J. S. Mill speaks 
of tlic phenomenon which I have been describing as an authentic 
and highly important psychological fact when actions, “which 
' men originally did,,for a motive of some sort, they continue to 
do from habit. Sometimes this is done unconsciously, the con- 
'sfciousness coming only after the actioff: at other times with 
conscious -^olit'io^i, but volidon whielfhas become habitud and 
is put- into action by the force of habit, in opposition perhaps 
to the Seliberate preference.” Therefore it fo'lows that the 
econom,v of war time will become largely habitual-,'" thd, ■even 
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though it was begun for a special object with a definite time 
liitiit, after the end of the war it may be expected tliat, for 
these reasons, saving will be considfrably larger than it was 
immediately before the war. This conclusion affords very con¬ 
siderable prospects of an augmentation of the quantity of 
capital which will be necessary to diminish the industrial and 
social stagnation which W011I4I otherwise have been caused 
by hostilities, Adequate cajiital will be the cordial which will 
best revive Commerce when it can flourish again in a [leaceful 
world. This prospect "hokls out hope for the future and a 
definite exhortation for the immediate present Saving dining^ 
war time is t*robly advantageous. It possesses the usual benefit 
of constituting a provision for the siver, it is incumbent upon 
non-combatants as^their aid towards the prosecution of the war 
and finally, in the manner which I have shown, it will be a 
material aid in the reconstitution of industry when peace 
returns. 
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ORGANISATION RE-ORIENTATED 

It has blen said that the examination which was held 
formerly for candidates who desired to enter ^le service of the 
Chinese Government was the most exhaustive test of the kind 
in the world. But there is another unperceived examination 
which is even more thorough. That'is the criticism to which 
our theories will bf submitted by posterity. Just as we, in 
our turn, signalise the shortcomings of our predecessors and 
sometimes wonder at the conclusions whith seemed to stare 
them in the face bi^t which sofneliow or other the^ failed to 
apprehend; so, in Ihe future, our own analyses and the inter- 
prethtions of the things wiiexperience will be cNamined similarly 
—and doubtless with # precisely similar \csult. That cjjrity 
of visioh, which the lapse of time gives to most intellectual 
processes, will have been at work, revealing defect? of investi¬ 
gation and weaknessesJp reasoning. Moreover, the simil^of an 
e.vnminatiou suggest^ ryi interesting speculation in the treatment 
of the economic enquiries of a past gepiration by that which 
succeeds it. To some'^extent .the examiners cannot be fully 
equipped Ibr thei^task, for they can n^ver have a fii;st-hand 
acquaintaiice with the phenomena^coticerning tlpi interpretation 
of which they must act as judges. * It is necessar>t for tli^m to 
jironounce an opinion mayily from ^n analysis pf wh.wl hhs 
been writftn by their predicessors, interpreted by the jTimmen- 
tary Vhich has been furnished by thfv progress ohevents. Bat 
the written word is*vcry1«i^from being adequate ^ the v(;hicte 
by whjch economic meaning^, arc td be expgisg^d. The in¬ 
vestigator aljvays sees njpre in the phenomena than he a^tflally 
records in whaj he i^ able to writ%abput them; and, uot o#ly so, 
but th^meanfflg his words coflvey tohim will be slig^l^ dijferent 
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from that gathered from them by his readers. Also, a striking 
analysis or an attractive theory soon becomes stereotyped in 
a term or a phrase; and this natural labour-saving device for 
the mind usually means a loss of meaning. The naming of 
theories, almost invariably, involves a sacrifice of the full rpality 
of thopght. This is a common experience in many studies. 
The foundation of a school, <.00, often means the gradual 
sterilising of the richness and completeness of the attitude of 
mind which initiated the new development. What was at first 
a living thought ^ecomes conventionalised, and may at last end 
,by being no more tihan a phrase. And economic studies seem to 
be peculiarly subject to this defect. The material with which 
they deal is continually changing, at least in its external form 
and sometimes, it may be, in many of its more essential charac¬ 
teristics. Thus renewed efforts must be made to reduce to 
scientific rule its somewhat Protean variations; and, once the 
first path lias been beaten out,'each succeeding wayfarer wears 
something away from it. It is true that a few may add much, 
they may cut ofl an occasional corner or smooth down an 
appgpach which was* at first too steefi for comfor.t and con¬ 
venience. But the fact seems to remain that the words,'which 
enable'the /ruth to be revealed, at the same time almost might 
be imagined to be jealous of that revelpjion, and they in time 
come to imprison a part of tlie original, liring thought which 
they were designed to .perpetuate. And, fj^,rther, a termino¬ 
logy eventually becomes a species of idola fori. As it grows 
popular, it acquires a species of momentum. 'It is like a moving 
st9.irway upon which one ‘.steps without being conscious of its 
existence and which carries us on when in fact we imagine we 
art: standing .still. . , , 

It is'p.eedless'to sav that classififcation, definition^ and ter¬ 
minologies art necessary and nre exceedingly helpful. B'ut it 
is advisable',, at the same time, tp iecogni.se that they have 
certain minor tjisadvantages, and a' clear statement of these 
will ^o, some way towards the neutralifing of then?. To over¬ 
come 1 them completely is net possibie—that, can only be 
accomolished when, in the' fullness of time, thJie has been a 
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sufficient interval to provide a verification oj the theory or 
ujwn the contrary to produce the; phenomena which show that 
the theory was incomplete. * 

These general reflections are suggested by what one may 
imagjne those subsequent generations, which will examine our 
work, may say of it. In a dim way, which may be the fore¬ 
runner of a new dawn or which again may itself be only a " false 
dawn,” one feels that perhaps in a few directions the economics 
of the presertt day may suffer some degree 6f danger through 
having being captured *by phrases—which are good servants 
but the worst possible masters. They are hire the old family 
retainer—who is more often met with in fiction than in real 
life. He makes himself indispensabl* and one comes to depend 
upon him more and more, till in the end he dictates rather than 
serves. In something the same way the word or the phrase, 
which was once the epitome of an anaiysis of a group of 
phenomena, comes^to be take* as a formula, ancf then as a 
substitute for enquiry. Thi?s there is the danger of what 
metaphysicians call the; hypostatisa^on (ff an aURtraction. 
Further it^may happe# that the word of phrase which at the 
beginning was no more than the condensed e.xpression of analysis 
may come in time to gather to itself accretions #)f nivanfng, 
which involve theory jis well as analysis.* And the ilillitulty 
beconifs intensified ij, by fieipient ii'-e, the fine ed;?l's of tne 
original meaniiij will be, as it were, w^m away, and tht accre¬ 
tions of signification differ in diffk'rent minds, though the preefse 
divergencies ma)%uot be formulated ^ ^ 

It may be \ 7 ondered if some^ process of tljp kind described 
may not have begun to happen fn connection with tl^' term 
''organisation.” It woul;l be (lilhcult to discover a^a'ci.cnt 
systemafle treatise on tht theory of Vohtical Econojtiy which 
doe5 not mention the ” or^anisajioji pf indSstry.i’ and since the 
begjnniflg of the war, w« Jiave heard mTich of o^i^oinisabon^ff 
very ^any connections *and^. the tiTm is us^al ^onife more to 
indicat» aivticipatcd 01; desired changes in industry wffiari the 
war will haviibeer^ ended. 

Ay studc'Bts of cconomfcs will*have a concentinn of what 
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is meant by the organisation of industry. This descrip Hon 
replaced the older one of "diyision of labour” and that of still 
earlier date, namely “System”—though the latter survives 
in the common title of "a system of Political Economy.” 
The meanings derived from the source whence organisation 
itself comes have themselves varied. Aristotle meant something 
very different from what the modern reader might have expected, 
when he called his Logic, to "Opyavoir. “ Organon ” to the 
Greek conveyed, ds its root significance, the idea of instrument, 
just as we continue to speak of church' organs, the conception 
being that of t/zc musical instrument. Thus the original 
“organisation” would have been—to make a somewhat un¬ 
pleasing compound—instrumentalisation, that is to cause 
anything to serve as an instrument or eveji as a tool. But, 
by the time the term was used by economists, the prevalence 
of the evolutionary dpctrine had superadded a distinct meaning, 
namely tht idea of something bving, as when we speak of an 
organism or of organic; and it whs in this sebsc that the adop¬ 
tion of Organisation by economists w^s in effect the announce¬ 
ment of a new truth dr at least a new pdlnt of view, namely the 
characterisation of specialised industry working for a common 
end as a special kind of social organism, and it has alwayk 
seemed to', me that dhe organisation of ^industry was precisely 
that iTrofess by which such an individua,! yrganism came into 
existence. , 

' At this point, analysis, ^ibnost ifnconsciously, becomes 
involved in theory. In a sense an industrMl organism is a 
metaphor. It resembles tlie earlier distinction oetweep natural 
and artificialibodies, as wheii “the body politic” was included 
under, the latter heading. The social organism is in reality no , 
more than an anajogical expression, and there is no little danger 
of„confusion i( we tteat itjij reasoning as anything more than 
Vbe intellectual countfcr whioh in fact it is. cNo doubt we can 

<- f iv« ' 

speak of a'u itjdy.strial organism ".adapting itself to its environ¬ 
ment,” of its "developing new functions,” of "it^, possession 
of rudjjtienfary organs,'! of jts “struggle,4or existence,” and so 
on. ]^ut after all, these expressiAis are similiVadei, nijt the 
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actual descriptions of the real process. The close contact of 
ficonomics with other sciences l\ps often led it to borrow much 
from them, not only in positive data but in the more subtle 
way of adopting their point of view. In this case the economist 
hasjearnt the language of the evolutionary biologist; and, in 
using that language, he is influenced by its theoretical implica¬ 
tions. These, from their nature, are adapted to describing the 
physical rather than the'human and mental relationship, and the 
tendency is* to regard industrial processes f)erhaps a little too 
much from the outside. We reach an admirable life-history of 
industrial organisms, but we may not havv yet penetrated to 
the full comprehension of their inner consciousness, simply 
because the apparatus of investigation does not include the 
necessary equipment. When we endeavour to conceive an 
industrial organism in its inner meaning, it will be found to 
contain within itself the idea of its own development. It not 
only adapts itself to its environment but, even mi?re, it adapts 
that environment to itself. * Accordingly, adaptation involves 
ndt so much the fitting^of the organi^sm tc^something external 
to itself, ^but to its oi)n self externalised* i\\ 3 .t is to say, it may 
modify a previous environment, and the new environ(pent will 
‘thus contain the effect of that action. It willOno*long* bo 
wholly alien, but wiinnehide in it tlic working of t£o organism, 
but ijeparatcd off fpom itself. Later that organisrfl rflay ^eel 
a need to adjust itself to its surroundijigs as now constituted; 
but, in so acting, it if in reality fitting itself to external thfngs 
which ate not *vholly .alien, but embody in them^ a former, 
activity of thPsarganism. 

The industrial organisation, ‘with which tlx; economist is^ 
concerned, involves an organiser or organisers whose t^notion 
it is to provide the plan er scheme afld also Jo see that it works. 
Into that plan there must be fytUd.both Smmaje and consgous 
agjents* and inanimate*t!iings. Cither ^;fass ma:y be tractjBIS 
or intractable. They may ,co-opeiate in tl^ |cntral plan or 
thej^ may .enter into it only’under constraint. The Phydocrats 
were in th^ habit speakir^ qf Nature workirfg \fy;h man, 
but^NaiurWit tbat timia was rather personified. Tjie truth 
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seems to be that^inanimate forces and things sometimes lend 
themselves to an industrial scheme and sometimes they do nof; 
and, in the latter case, they are only made tractable with 
great difficulty. As a mere speculation the difference in their 
behaviour might be explained by a theory of monads of varying 
degrees of affinity to man, or in other ways. In principle, the 
co-operation of the human agents in a scheme of production 
should be harmonious, if we postulate that each is free to enter 
upon it or not, as he pleases. If, on the other harfd, they are 
assigned to their work by forces outside their own control, they 
may be expected to resist, since their labour will tend to become 
in essence forced labour. Their freedom as human beings has 
been taken from them and, v.nless they'sink to a merely sentient 
existence, they will strive to assert it, even y only by chafing 
against the bonds which they feel are confining them. It is 
only possible that thij resistance should be avoided, if all were 
satisfied with the wisdom and bSneficence of the power which 
assigned them to the special task which they were called upon 
to perform*.’ In the* actujil world of tOfday neither of the tiVo 
conditions, just descAbed is fulfilled* exactly. The great 
majority,of people are certainly not assigned a definite "task 
uporf rigorouf) conditions as to the kind of work and the' 
place where'' it is to be carried on. Ruf, on the other side, 
freedorri i^' not perfect. It is limited i;i .many directions, 
sometimes by want of .e^irly opportunities, sonjetimes by the 
choke made once for all by parents. H^'hoc it often happens 
. that the subordinate hujnan elements in the (»(irrying*out of a 
scheme of produ(;tion only »co-operate imperffictly. The im- 
jperfecti^n of ttiis relationship gives'rise to another tendency 
^whioh ij,exceedingly interespng from t^is point of view. There 
is not only,organisation o( production'but also organisation of 
labour. The fast is plain, bvt.thf idea of it is possibly somewhat 
f) 5 rplexjng froVn the ex^olutibrfary stE^neTpoint* We staft wjth 
the conception,ok relatively self-complfite, so-called, industrial 
organisns. But one fijnction of these, namely the teoour, 
sets up jn ii^dependent Organisation of itf o\yn. • In its initial 
form tlij^i was^iimplo and intfolligiblif, where, for <jfistance, the 
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workers in one organism formed an organisation of tlieir own. 
feut under modern conditions wg find a great extension, whereby 
the workers, not only in a whole'trade, but also in several 
trades, form an Organisation to protect their interests; while, 
at^the same time, they continue to discharge their original 
functions in the productive organisation to which the^v belong. 
This development constifutet a species of giddy dance of^bio- 
logical categories. Functions split off from the primary organ¬ 
ism assume new forms and yet remain in iheir original milieu. 
And the situation is further complicated by the complementary 
organisati^ of yet another set of functions, cutting again 
across the conception of the productive organism, in so far as 
employers again organise to resisl* the pressure of those they 
employ. When one considers the, essentials of the situation 
it may be conjectured that the conception of industrial organ¬ 
isms seems to bo on the way to pan into another which 
may eventually absorb it. Way it not bo that‘there will be 
a development towards a *liomogeneous organisation of each 
f&ctor in production vhich discharges aif>' relatively distinct 
function—such for distance, as organisation of enterprising 
abihty, waiting, the bearing of risk and so on^ The idea of an 
extended federation of industries in the same tra#e and'of’those 
in allied trades seerys to point in this direction • This would 
ultimately result ut least in apiicaranre, in a fevf very Targe 
organisations^ each fighting for thij onamtenance of its own 
function, and tTiat the, apparent detriment of the iTther 
functions. Tin* productive organisnjs would seen] to bo in- 
process of traTMormation inti^ di»tril)utive yrganisms. But to 
continue the biological fiietaphtir, there may tint oijy be a^| 
extensive character m ojganisatiog, it may become ris;ii)aT()us: 
at a certain stage, niifior functions may,break (jff from the 
ofganisation in which they wjt# formerty contained and .form 

a nevf one of tlreir own. This Voiild lie almosi inevitabl^^flr 

• •• • ^ • 

it is difficult to see hoV these mdiister or}^»n^ations could be 

formod aod continue^without in the end causing a grav» restric¬ 
tion of the, frecdomi of t^e nienjberif. The lattej- wqjild be in 
daijger of discovering thftt they'had bartered Jhejr j^erty for 
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what turned out to be no more than a mess of pottage in the 
scheme of distribution. 

Further, unless the natidn is to be completely industrialised, 
the organisations, which have just been discussed, will never 
contain all the people. Therefore behind them there still remams 
the State. What is to be its relation to industrial organisation— 
will the close connection of war-time‘continue or will there be 
a reversion to some stage varying between the discontinuity of 
the middle Of the nineteenth century and the somewhat queru¬ 
lous attitude of the first decade of the twentieth? In the first 
period the State aiided at playing the part of an Epicurean god, 
in'the second at being a human providence—and neither with 
any great success. Centralisation, und'er a democratic system, 
means devolution by successive stages; and waf-time experience 
points to the conclusion that organisation becomes more and 
more entangled in a Jabyrinth of committees—the career of 
which may recall the sharp sayinjj of a writer during the Civil 
Wars, namely that these bodies are* Jona perttura'. 

Nor are F.iese the unly p^ossibilities. ![t is not only a questioU 
of the State controllingrindustry, but alsd the converse one of 
industry qr of a group of industries exerting an undue influence 
upon‘policy. »This seems to be a case in which we have been 
affected, especially sin/ie the war, by German methods. It is 
now* believed that the Prussian bureaucracy \yas successful in 
directing commerce towards large national ends. This in effect 
was'the neo-mercantilism which ^ourishecKduiTng the years of 
.the spiritual decline of Germany. It may be^ good' maxim 
“fas cst et ab hoste doceri,”„but, in this respei-d-, our attitude 
may be Judged* to be more than a 'little illogical, since the 
Kmdamqntal cause of conflict has been the different and irre¬ 
concilable ideas of Jiiving;' and, at the core of the German 
systefn, which wg repudiate, hfs ,bcen the denial of the British 
ctrtcpption of >personal'freedom through a system of'over¬ 
elaborated otganispfion. Granted .fhab we are not a logical 
race, it jyould probably surpass even our capacity for .digesting 
contradiction^ to wage a war ,at ,an enoriijous expenditure of 
^ C. Wicker, Relaltons atfil Observilions, 1650, p. < 
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life and treasure in order to be free to lead our own Tives, and 
then when the struggle was ended to accept voluntarily a great 
part of that very conception of living against which wc had 
waged war. To <lo this would be, in the graphic phrase of an 
old writer, “to light our liberty into slavery.” It is true that 
nations have done even stranger things tlian this, but the 
example is not one whicil cays for imitation. 

The primary idea of industrial organisation was productive, 
then it stRmed to veer towards a growing cmfihasis upon 
distributive conditiorfs and to that it is possible that ends of 
State-polii^ may be added. In the biological reference there 
is implicit something of a teleological referemie, and it is rt'ot 
out of place to ask what is the egd of industrial elaboration. 
The simple creed of Adam Smith with its belief in “the invisible 
hand” solved all difficulties by finding tlie greatest common 
good in the free play of that division o^ labour which we now 
call organisation. At the moment we think %nore of the 
“hidden hand” tfian of “tlft invisible hand,” showing a shifting 
the point of view j.'hcnce may follow*actiial *',tion which 
will have important commercing ar*l social consequences. 
A ucry few years ago most economists, if they had bjeTi forced 
' somewhat reluctantly to define the end of organisation, would 
have found it either in the more efficient production, or possibly 
in tlje more equitable distribution, of wealth. But, w^n, flierc 
is the sceptical query how far docs oi^anisation in its modern 
developments #fcc'? cither end in reality ? Attention* has 
already»been drnwn to the segregation of functions which may 
be coijceive{^ 4 o tend towards internecine .'truggle. This, 
however, is not to be taken* without furt^ier. enquiry as an 
absolutely disadvantageous sfate. There are some ^orms o 1 
activity which only reach their rtfaximuiji effects.when they* 
cAcounter resistance. AccordjilglY, it mty at Jeast be imagined 
that iiidustrial aptivit^.fs of suck a nature that internal friette*, 
or even strife, is conduciye to progress ipisfcad of being a 
reslriunt^upon progress. *No doubt to tire manager, who is 
fresh from, a fruitl^s discusjioij wilTi the repre?enfetive of a 
Trade Unlo^ or’to the Labour laader who has recentfy met an 
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intractab'le employer this may appear a far-fetched and baseless 
abstraction. ' Each conscious agent who takes part in the carry¬ 
ing out of a scheme of production is apt to consider his function 
as being the whole or representative of the whole of the process, 
But when that process is considered in its entirety and each 
function is relegated to its proper place, it is at least conceivable 
that a moderate amount of intefnal'friction is stimulative in 
the end. While that view is maintainable, there are reasons 
against its linal acceptance. Assuming even that S moderate 
amount of resistance is required to call forth the best activity, 
that is likely to be‘'found, during as long a period as one need 
cdhsider, in the resistance which some of the forces of Nature 
will continue to offer to bei».g harnessdd to the service of man. 
The added resistance, arising from defective yo-operation and 
often positive hostility amongst the human factors, represents an 
unnecessary hindrance,which, as it seems to me, must inevitably 
hinder progress, whether it be »onceived over a moderately 
long period or over a very long orie. "fKis is clear as regards 
the former,"but not> perhaps altogether as regards the latter. 
Might it not be argued tl.at, jis functions become effete, a certain 
amount' of internal disturbance is required to free the induskial 
organisns-of them? It is true that external conditions would 
serve the fame end eventually. Competition means the 
rem(ival"'of'dying or dead methods. But coijipctition may be 
conceived' as exerting ij-s full force in the world of atomic, 
industrial organisms, where each was relative!^ free to survive 
or perish as the fates, as evolution, ordained. B,ut if thepossible 
trend of organisation, not according to firms bet'according to 
industrial functions, be a possibility, it’ is obvious that competi¬ 
tion win be limited. The scale upon which it operates will be 
' immensely-enlarged, but i'lS working will be slow and much 
less flexible. It would produce not changes but revolutions. 
Under these cipcumstantcs nfiwi adiustm.ents in these fevy large 
organisms siPould f.omt by mutual internal adaptations from 
within, .effected not by violence, but by co-operation. t 
Then ttierfe is the othen alternative already outlined, namely 
that these overgrown organisations wW be themseljjies unstable. 
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Should they succeed in establishing themselves, tlfeir ve'ry 
magnitude may bear within it the scecfs of* dissolution. 
Megalomania appears to have extended from the dream of 
power and weaiyi to that of social arrangements. It may 
well be questioned whether it can develop in such a manner 
as to include efficiently within it the diversified temperaments 
and abilities of a people with^racial individuality, whibh again 
is the germ of initiative. Standardised humanity, which*has 
been the dieam of some sodlal idealists, is not only'a delusion ; 
but, if it were possible m this country, it would be that evil 
form of slavery which conquers the mind b^ a subtle education 
begun froiH the earliest years when the victims- for victims 
they would be —were ui able to re^st. ** 

So far the biological conception of evolution may lead us, 
but beyond the result becomes an impasse. It may be that 
at present this is as far as the available information, even when 
helped liberally by speculation, can extend. But»it is at least 
worth attem_ in^ an envisaging of the situation apart from 
same entangling implications in the terminology w* have been 
using. It appears thjt*there are twd fundamental facts in the 
situation* One is the framing and working out of a plafl which 
■ requires to use both human and natural agentj. •TIjo other 
is that the human co-operation is not wholly vohpitary; and 
groups of these ageflts, while continuing to perforn*tfieir Risk 
in the scheme of production, unite with others, whose.intcrests 
are similar, affd-thisassociation ma/ impede the execiitio* of 
the origqial plan of production—as for instance in the case of 
a strike or lorijout In fact there afe two different kinds of 
relations belonging to the salnc people aifd jvhich may be 
antagonistic, as in the case of Syndicalism As already^hiqted, 
this evgting across lin^ of econtiinic divisioil m:^'-increase* 
fuither with new kinds of a.^sociation« And, if* the State 
becom,es directl\/ invilfed, tfi% c*enti<’*of gravity suffers*a 
radical change. The cji^tcen caniyat be disjoedated fi'om his 
ecor^mic activities, and stMl less the econoffiic activities from 
the citizen. The hufban industrial ^tnit is held»to»need the 
care of iihs’stati^ in *some*of !iis‘,^ndustrial relations, as in the 
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case of fne Factory Acts or of Labour Exchanges. During the 
war experience has shown that all the belligerent States hate 
exerted very large measures of control over industry, commerce 
and credit. No doubt there have been special reasons which 
have made this course inevitable or appear to have been in¬ 
evitable. It is a usual experience that Governments are slow 
to relinquish authority which ^ley 'have assumed even tem¬ 
porarily! And what complicates the future position is that 
this relationship of <the State to commerce has at least two sides. 
On one of these, new limits to individual initiative are imposed. 
The State lays do\^o new conditions which must be taken into 
account in the framing of industrial plans. But on the other 
hanid, the intervention of tjie State is’beheved by many to in¬ 
troduce helps rather than hindrances. There are industries to 
which its active intervention will bring some advantage. Thus 
a closer relation of tl^ie State to trade would introduce another 
line of cleavage in industrial assiuiiation. First it would divide 
all those interests which believed That‘they'secured advantage 
by aid from the State in any form from all the remaining 
interests. But it might bp expected tlifit some of the trades 
and otiigr bodies which thought they would secure benefit .trorn 
such itrtcr'v’eijition would find by experience that they procured 
either oniyo an inconsiderable one or possibly a balance of 
dishdvdrftege. Hence the non-advantaged interests would be 
reinforced as time weqt on. Eventually, though not imme¬ 
diately, a reaction might be expected; (jindf alter the tide of 
State-action in relation to industry had flowed strongly, it 
would later begin to ebb. It would follow tha^bi time, though 
pos^iblY after n considerable time. State-action would diminish. 
Too. mpeh should not be made of the control of industry during 
the war, because when the circumstaikces are examined closely, 
it may fairly be contwnded thpt it is not so much the State that 
•fife taken over certain iVidustrLs, as tfig,t'certajn functions of the 
great publifhdepaftments have been delegated to representatives 
of the^e industries, under certain broad principlesmutually agreed 
upon. 1\ is*too soon yet. to propounce upon the. consequences, 
both direct and indirect, but ther^ are disadv^iPtages which 
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have already begun to reveal themselves for those vjho Ae able 
to 'look beneath the surface. Further, the spScial ^reculiarity 
of industry during a period of Viostilities must be carefully 
noted. At a vast number of points it must be subservient to 
efficiency in the waging of war. Some trades supply the forces; 
otheri have to be limited because their ramifications are 
dangerous, others are checked ^by a withdrawal of labour to 
augment the army or by a reduction of raw materials in tlie 
interests of national endurance*, others again must be eilcouragcd 
a.s a means of aiding iri the rectifying of the Fxclianges. It 
would seem that all tills would pass away sooii’after the declara¬ 
tion of peacef But that may or may not happen according to 
circumstances. If it be tlio general desire to re-establish civfllife 
as soon as possible and as ([uicklv as possible, all the interferences 
of the State with trade (which have just been described) ought 
to be abandoned, not indeed suddenly, but^vith the least delay 
which is compatible with as easy a transition as can fie effected 
from war-conditions* to'[leaco-conditions. Tliat is one alter¬ 
native, but there is another. It may bcj that fjelings of 
hostility against the laf|; enemies wiU oii.yast actual war, and 
at the molhent this appears to be not improbable. ]^* that 
case, commerce will continue to retain some of ijs tvaj*-time 
organisation. It will be militant not missiijnary; anjl, to that 
extent, it will be diA'cted by political and not by> ^frictfy 
economic aims. It follows necessarily that in these activities 
it would be in clT)Si>reh^ionship with the State. » 

In the ,minds of many this whole question is represented 
exclusively as o'i*?ujf tariffs. But it ys vastly greater than that. 
The regulation of foreign •coniTimrce by means, of customs 
duties is only one aspect—and tlitit not the most important.— 
'of the action of the Stat';* with regard to commerce, -What 
really is 'most important is the nl^ntal atUtudCj The fornigr 
one was i.ndividualistic, iif far as tardi diiftihct industrial enti^ 
ende’avoured to do the best *it could fcir itself byjt^ovtn powers. 
If it afcjpts and relies upon'State-assistance it must pa^ the 
price in a certain sacrifice of inUiativeiin balance.* Sf^te-aid 
to some industries luay givj scope ,for larger schemes a^d for 
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greater project^, but it can only be to the detriment of all the 
remaining trades in which,the tendency will be towards a 
limitation of enterprise! The fundamental problem will be 
the extent to which industry will barter its freedom for State- 
assistance. Curiously enough the answer seems to be deter- 
mine^. more by psychological than by purely economic con- 
sijierations. During the last e^uarter of a century, in spite of 
almost endless disappointments, there has been a growing 
disposition to rely upon the State. This seems'to be mainly 
an attitude of mind. It may be in part a reaction against the 
^extreme and ali^ost anarchical individualism ^ of the third 
quarter of the nineteenth century. Also the administration 
of public departments hrfs been greatly improved, and it would 
be illusory to apply much of what early ecauomists wrote about 
governmental action to that of the present day. Yet behind 
all this, one seems hj discern traces of a certain national fatigue, 
which is &y no means indispdscd to^cas^ some of its burdens 
from its shoulders on the proverbial broad back of the State. 
Here, more than" ever^ one longs for some cliarm that vfould 
wre^ the secret whifh the future holdf Will the new national 
spirit be more energetic and self-reliant than the old? 'Will it 
come' with^a sense of power, and a desire to be self-sufficient ? 
^r again' will it discover some means ^of uniting the general 
and the'mdividual interest, without the s;v:rilice of the .freedom 
and initiative of thedatter? The causes whifh will make the 
eventful decision are already coming irlto existence, but as yet 
it is impossible to dqtect the character and more‘jraiticularly 
the power wliiqb each wiK e^'rt in the finarresult. , 

What tlten is the conclusion f'o which the various aspects 
of the previous discussiQ,n lead or^is any conclusion possible? 
Although no single precise answer c4n be given, certalh elements 
of a statement ma,y perhaps.be discovered. In the first'’place 
the .prevalent idea of indtistrial, e^ganisartion seems to, miss 
certain part? df the truth thron^gh iome of the implications of 
evolutionary theory., Progress is copsidered rathen ffOm the 
outsVle, and the forrfi of <statem(''nt i> b 9 tter adapted to the 
biologictv' conception of ai’iimate tut non-intel*igenl existences, 
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than to that of the effort of man with his consciousness, will and 
^e^son. Thus we obtain something of a life-history of the in¬ 
dustrial system, but we seem to be irf danger of failing to find 
its soul. We are shown a mere process when in fact, as it 
seems to me, we are faced with a problem. That problem is 
not mathematical, physical or biological, but at once igtellec- 
tual and emotional. From*one,point of view it embodies the 
ceaseless striving of man to express himself in the work of his 
mind or of his hands. If he is organised in the old Gfeek sense 
of being a mere instrument, used as a tool by another, then so 
far his daily toil is something that not or^y neglects but is 
even alien t^ his humanity. Thus there is a lack of harmony* 
in the human factors which co-operat(»only partially in a scheme 
of production. The problem of the future will be the harmon¬ 
ising of this discord. Man is on the way to master inanimate 
things, but hitherto the failure has been,in treating human 
beings too much like things, Alan’s place in indifttry is not 
to be mastered but t? provide tree and willing service. Speciali¬ 
sation of industry has specialised skill and at the safte time it 
has gone far towards eliminating intyestin the actual product 
of any large scheme of production. In this respect the master- 
ctaftsman of the Middle Ages had a marked adviintag? ofer 
•the artisan of to-day. ^Thc armourer, thc/nason orihe silver¬ 
smith pot only took,,-I pride in his work, but he markAl it wi?h 
his sign. Individuality of skill has beenjost in the complexity 
of mass-productioA Thus the problem will be to complete 
specialisation by giving it a soul. Our^industrial organism is 
as yet barely lfdl5*alive, to reac^ iU full devejopment it must 
devise means of securing Wie harmonious co-operaticfii ^f t'he 
full mental and physical energies' of all the specialised Ijjimen 
functions'in production. I^s it is ^I:fn stanrjs against tJature 
witbthe better half of his powers unused, t^causc he is divided 
against himself. 

And so one secs the viskm'of what ttie work oftt^e \^rld might 
be. liidiistnal production at present has no common mind^only 
hands. It h^ yet “tg fme^its^fj in ^e sense of ,&isf(^vering 
it is not a’lile’"^ process but something much mo^re ^hajj that. 
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In order tc^feacb its full development, it must succeed in awaken¬ 
ing a general consciousness with a common will. Each worker 
requires to contribute his own special skill and at the same time 
to recognise it as a part of the whole which he thereby aids in 
producing. As Man in industry becomes reconciled to hipiself, 
it willt be possible for him to advance to a degree of control 
over Nature which will be mucK greater than that of the present. 
Thus the;'e is a possibility of extfrnal things becoming in some 
dim future not merely tractable but even malleable to the mind 
and the will of qjian. 

, This, it may be said, is economic Idealism. And one ventures 
to ftay why not ? Is it not a mean view of economic study to 
confine it to classifying and analysing phenomena, without 
endeavouring to see where its generalisatioijG appear to be tend¬ 
ing? The physical scientist points out where the things with 
which his special sfudy is concerned are either not used or not 
used to the best advantage. *^ay aot yie economist try to 
show how in our jaresent system much of human power is simply 
waste material? According to most*of the thinking that has 
longtbcen prcvalenif thi#'may seem to bo a reversal of the 
econoifiic point of view and to be almost revolutionary!' But 
if the coqct'usions be well founded, and if it is recognised that 
yierqis^a* great pnSblcm confronting oiyr whole industrial life' 
we should be more than half-way towards the solution. In 
few cases is the sayi^ig of Hesiod that tlje beginning is half 
tW whole, more true^; ,and,f!ike othe? practical problems, the 
solutiorr may prove .easier than the mer« recoghition that 
there was a problem for Whict a solution was required. When 
the tKne comes and that solution has been discovered, the next 
geneltition may recognise- it as a^new industrial revolution,* 
greater fiian tha^ of the eighjteenth century, for it wilftransform 
^tBe relation of men.tp mejitist that,o^ men to machines, ' And 
perhaps sjhen some economic histijfitin corrfes to write about it 
all at a later'dSte, he will often tiaus'e to wonder why it was so 
lon^'b^foi^ it was noticed that so great a need existed! *■ 
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STATISTICS OF SHIPPufc DURING WAR, WITH 

LOSSES AND THE AMOUNT OF Sli 1 PBUILiHNG 

> • 


I, 


' 79 - 

1803 


Number of Ships, Great Britain and Colonies, 
1792, 1803, iqi,;. 

Average to 

Aiimbers 'I'onngge per 

16,079 1,510,1)3 96 

20,89-’, 2,i(>7,S(>; 104 


net grobs 

1913' 20,938 12,119,891 I9,C».|,90O ^ 932 

II. Losses of Shtppin:^, 1803 to 1814-. 


• • Tons 

Tonn.'igc of Ships, 1803 .♦ . 2,197,863 

Ships hi'iilt, 1803 to fct )’.? ... i.o8<i*i(>7 

Increase in Pri/c ships remaining on (he Register* 205,674 

'3,462,604 

Tonnage of Ships imiSi I ... ... ..• ... ^,616,965 

Lceses and DedunUons 1803 1814* . 845,631 


^ United Kmgdom^nly^ 

State {•’apers, Admiralty Records, Secretary’s Department, Misc. 
35 -l" 357 » Ticasi^er% Ledger, Greenwich Hospital, High*Court ot 
Adiniraltyi Misc. 491, 492 , Cha.\mers\'i>mParatwe Strength of Great Britani, 
r^olquhoun. Treatise on Wealth, Power a?lt/ Resources of the British^^mpirc, 
Porter, Prop’ress of the Nation (183B); 'Hansard, idi4-iSi3, Danson, 

Next War Normtin, 7 he Corsairs of I'railfe ^ ^ 

3 The Records of the Cu^om House^for 1812 and •1813 wW destroyed 
by fite, and the shipbuilding for those lias be?n talgm at tiie avemgc 
of 1811 ard 1814. • • 

* ^I'his form of statement (\vf4ch is the only one possibfc the fiircifm' 
stances) underestimates the losses^* since prize ships retaken by the 
Frencl^brdestroyed are not counted. Also, if theie was an excess ships 
purchased over ships sold, the amount of that (flicess would s\^ll <he losses. 

^ I'or thij rs^ons siateft m tlte previous note this figure Is to ft taken 
as a mjpimum onr*- 



r 


120 Appi^ndix 

III. ’^rizes.takcji from ihc French and by the French 1803-18^, 
and records of shipbuilding in the United Kingdom emd 
the Colonies. , 


iiiSs 

French ships 
taken by the 
Untisn 

British ships 
taken by the 
French 

Ships built in Great 
* Bitlain and m the 
Colonies 

^ r 

Number Tonnage 

.13 

222 • 

1407 

■ 135.692 

1804 

53 

387* 

991 

95.979 

1803 

39 

507 . 

root 

89,584 

1806 

' 33 » 

5'Q 

772 

« 69,198 

1807 

33 

5.59 

.770 

68,000 

1808 


469 

568 

57.140 

1809 

zS ' 

571 

396 

. 61,396 

1810 

67 

Oig 

683 

V 84,891 

i8n 

37 

470 

870 

115.638 

Y812 

34 

*■ 475 

■ 867* 

io6,8oo‘ 

1813 

18 

371 

867* 

106,800’ 

1814 

16 

145 

864* 

97.949 


IV. Ships jfosecuted as Prize from 1803 to 1807. 

« 

A little further 'light upon the 'shippujg ^ition can be ot^ained 
from a return to Parliament entitled a "Paper presented to the 
House of Oommons'respecting Ships jirosccuted as Prize during" the 
late War and the Presyit'.’’ This return only records the name of 
the veeixit and that of its co^mmander. The majonty at these were 
neutraK , There is much duplication. Appaiently the same ship 
reappears seirral times in the list, and in a number of cases mention 
is made of V vessel bepig prosecuted on its second and even its third! 
cn^tuit;? (Some small war-slir[is are includS. 1 , and it appears there 
may ha,ve been English craft charged with trhding with the enemy*. 
Of the total prosecuted' there are no particuj(ars ers to how many 
w^re actually condemned as pyzes. Thc^ following are the totals 
of the shjps prosecuted; 

180J 468 

1804 , ‘ , 289 

1805 ^ 483 

ISob 840 

180^ (869 

■ 

' < f * • 

r It will be seen from the pfectous app'fiiMix tlyit this total was not 
gre'atlji m ecce?.s of the ships seized atm, actually condemned by the 
French in the ^um; period. 

^ J Aicounts and Papers, 1808, ix. 173. 

* Tliv.‘ Lord Nehon. prosecuteU iIj i8ii7, wis likely to, have been an 
EnghshjShip. ^ ^ 
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